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ALFRED HERBERT MILLER, having 
been recalled, examined by Mr. Harvie, said: 
Q I think, Mr. Miller, you were on Page 5 of your brief 


dealing with importations and you might continua. 


A Do you wish me to read that? 
Q Yes. 
A We have submitted avidence showing tho Posted Tank ‘iagon 


Prices of Grade #1, Ethyl, Grade #2, "Q", and Grade #3, 
White (Third Structure) in the State of Montana, which are 
the wholesale prices of the trade in that State, and that 
the regular established tank car price is a2sg¢ beiow the 
prevailing tank wagon price at ee naire 
Having now submitted 

documentary evidenco by the original invoieos covering 
the purchases of gasolene and distillate in the State of 
Montana, and the Statutory Declaration whereby in quantities 
of 10.0CO gallons or more this individual could purchase 
at #¢ per gallon lowor than the lowest price at which he 
was able to purchase in drum lots, togsther with the terms 
of tho Statuto covering dumping regulations, we feel we have 
established a bona fide caso, which should hava the immediate 
ettention of the proper authorities, 

Q THE CHALRMAN: Well now you are referring 
to Mr. Miller's statemont in the form of the Statutory 
Declaration? 

ai YeSe 
MR. HARVIE: That really should possibly 
read the svidénce of "Mr. Hubert Miller". 
THE CHALRLAN: I am referring to Mr, Hubort 


Miller, the witnoss who was in the Box. 
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Miller 
MR. HARVIE: Yos. 
THE CHAIRMAN: Now how do you feel yourself. 


His evidence is comparable with the ovidence that the 

farmers, given by your district superintondent, that the 
farmers in the United States bougnt from the refineries, 
or rather, he bought from the refineries and the farmers 


in the United States Lought from wholcsale depots? 


lL say how does it. in your view stack up, is it a comparable 
operation un the part of ths United States farmers and 

Mere, Millen? 

Well I think, Mr. Chairman, the five invoices that Mr. Bostcok 
Secured at Cutbank is further evidenco of what Mr. Hubert 
Miller says is sorrect. The fact romeins that these five 
farmers in the Cutbank area, according to the invoices 
submitted, are paying 2 to 3 cents per gallon at least moro 
for the gasoline that the farmcr consumer in the Provinces 

of Alberta can buy the same product for. It does not seem 
reasona tle. Looking at it from the competitive situation, 
the farmers immediately adjacent to the Amorican refinericsa 
will pay the existing posted tank wagon price if they can buy 
these same ,products fur the same prico as the Canadian 
farmer, can buy Lut for for import or export. 

Woll --—- 

Then there is another situation which I think prevails --- 

Is the suggestion that the Amorican farmers cannot buy from 
the rofineriess? 

Noy Die We find that the American farmers Gan buy from 
the refinery but he pays the prevailing tank wezon price at 


the dato of purchaso; for instance, Mr. Chairman, wo tako 
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Millor 


tre Home Oil and Refining Company, I do not knuw whethor 
that is one of the witnesses that Mr. Neltaberger is 
bringing here on Monday but they say that whilst they can 
sell to tho Canadian consumer, they cannot sell to the 
American consumer at the refinery panguee they would be 
violating their agreement which they have with the railways; 
for instance, it is my understanding that some of the 
refinsriss have agreed rate-charges with tho railways wheroby 
they agree to shi>d their petroleum products by rail only 

and not by truck and then there is the interlocking arrange- 
ment whoreby the railways purchase their bunker fuols and- 
unless they abide by the agreement then they cannot secure 
cither of those two concessions from the road: 

MR. BRAWLEY: That is sc, that may be the 
reason but I mado the suggestion here 4 Long time ago that 
the common run of Montana farmers did nut have access to the 
Montana refinery in the same fashion that the Alberta farmer 
consumer had access to thosc refinerios, that is the suggestion 
I made, and do you know anything to the contrary to that? 
Yell we say from the information wo have, ir. Frawley, that 
both cases existe Theres are some refineries who will not 
sell to the American farmer consumer and there are other 
refinerios who will scll to them, to tae Amcrican farmer 
consumer but still at the tank wagcn price existing in 
Montana. 

Then accepting that, it scoms to me the situation is, that 
the Montana farmer must buy his products at regularly 
established wholesalc facilities just as the Canadian 

farmer does when koe is at home, but when the 


Canadian farmer goes over into Montana that arrangement 
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which thoy have made, I am not concerned with the reasons 
undorlying it, that arrangement which they have mads at 
home does not apply and they pormit the Canadian farmer 

to go down into their refineries and buy at somothing 
@omparable to refinery prices. Now if that is the fact, 
is that your cuse, that thercin lies the anti-dumping 
violation, by virtue of that practice going on, that that 
is whore the dumping comes in? 

Mre Frawley, the Ganadian farmer purchasing in the State 
of Montana from the refinery is filled from cxactly the 
samo loading temks or filling tanks as the American 

farmer is filled but at two different prices. 

Yés, that is true. They draw a distinction. There 
appears to be a distinction drawn. If the American 
farmer goes into a refinery ho eithor doos not purchase 

at all or if he doses, they sell him at the tank wagon 
prise that is prevailing? 

That is the American situation, that is quite correct. 

All right. The Canadian farmer goes Cown and they are 
not concernec with any local arrangement between thcmselves 
or with the railway, they are thero with no arrétgement, 
and thoy sell to the Canadian farmer at what louks liko 
refinery prices or something near refinery prices, that is 
about tho situation, that is tho fact is it not? 

Well I would think quite a lot of thom at the prices they 
are sclling for are sélling at cost or below cost to the 
Cenadian farmer, 

~L wanted to asi: you about thet but before we get to that, 
that would appear to bo the situation, the Canadian farmer 
can go down there and buy at refinery prices and tho 


American farmer cannot do it? 
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Yose 
Now thet is something we have got --- 
THD CHAIRMAN: Supposing that is so, 


Mr. Frawley? 


MR. FRAWLEY: YOSe 
THE CHAIRMAN: Explore whoro that leads us. 
MRe FPRAVLEY: Yose Now what does that do, 


what does that particular practico or discrimination do? 

THE CHAIRMAN: And if so, does Mr. Miller 
still make his point. 

MR. FRAWLEY: Yes, vhat is the point. I am 
conecrned with wherein, ane that is why IL asked you a minute 
ago, I asked you is it not there that tho dumping question lic 
fee PG DOG? Lt that practice or discrimination or whatever 
you want to call it, that the dumping situation lios? 

I would say it is. 

Well now do you know anything about the cost, whether or not 
the prices at which thoy sell to Canadian farmers sives them 
a not back at the refinery which is well over cost or under 
cost? 

No, I do not know. 

You havo roally no information about that at all? 

Noe 

Sou nS futile to be discussing that at all, I mean -~-- 

I cannot give you their cost but I would say that 5 conts 
for White Gasolino is pretty close to cost. 

I do not know how you can say that, sither you can say it or 
you cannot. Ws have spent months, just months, to try and 
find out what that is with the Texas Company and the last 
word I had from Mr. Macleod, incidentally, and you may as 


well know it and Mr. Harvio knows it and you people, 
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Mr. Mecleod's last answer to ma was he was not getting 
anywhere with the British Americen Oil Company in connection 
with the release of those costs to tho Commission. 

MR. HARVIE: That is the first time I havo 
heard that. 

MR. FRAWLEY: well apart from that, that is 
an asidt, that indicates our ondosevors to get for the 
Commission what those costs at Sunburst wore but I am, I 
would like to «now why you say, why you say that, becauso 
the American Refinery givos the Canadian, allows the 
Cenadian farmer to purchass at refinery prices, which is 
his privilege I suppose, and he doses not choose to give 

the American farmer the same privilege but makes him go 

to what you might cell the orthodox distributing facilities, 
wherein that constitutes any dumping? 

He doesn't have to go to the orthodox distribution. He 
buys his products at tho same place that the Canadian 
farmer buys it at. 

Who does? 

The American farmer. 

I thought we went over all that. I thought we had the 
fact, that he doses not? 

I say there jis no difforentiation. 

TH) CHAIRMAN: He says he gets it from tho 
same man and from the same physicel services and overything 
is exactly the seme but, for whatever reason, the American 
Yarmer pays mores 

MR. FRAWLEY: Wow to what extent is that 
the fact, you are referring to these invoices which 


Mr. Harvie filed the other day; thore is one caso, the 
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Cutbank Refining Company at Cutbank, where any purchase 
was made at a refinery at Aaa that is so is it not; now 
do ycou make your point from that one invoice and if sc it 
may be quite properly made? 

Viel] this invoice is headed, "Cutbank refining Company, 
Cutbank, Montana™ and it shows the sale of 240 gallons of 
Husky, "Q" gasoline, at 14% cents and it shows tho sale 

of 900 gellons of distillate at 84 cents and that is 
"Outbank Refining Company" and when you go from 4lberta 

to the Cutbank Refinery with your barrels or a tank wagon 
or whatever it might be, you fill that havrel or tank wagon 
with the same facilities thet that farmer was filled at in 
the State of Montana. 

MAJOR LIPSETP: It might g§0 as far as 
this, that if he buys from the wholesalsr, not that invoico 
but tho other invoices, if he buys from the wholesdler at 
a loss price than the Canadian farmer cesn buy from the 
refinery,,it is still stronger 4vidence that the price 
that the Canadian farmor is paying is not the fair market 
price? 

Phat is righ >, sir. 

ft is going through another hand as well as through tho 


VOLInery 7, 


That 16. right. sir, and as I have said hore are five invoices 


picked up at random in about a two hour trip by ono reprosent- 


ative but I suppose if we would send down a couple of men 
here for three or four days we could probebly pick up five 
hundred of these invoices from the Cutbank area, wheres 

the American farmer is paying regular tank wagon prices as 


prevailing in the State of Montana at the date of delivery 
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Miller 


as against tho Canadian farmer buying the same merchandiss 
from the same facilities, from the same tank, at 3 or 

4 cents a galion less. 

MR. PLOTKINS: Mr. Miller, I noticed you havo 
some information as to tank wagon prices in Montana, did you 
have the tank wagon price on distillatcs at Cutbank or in 


that vicinity? 


well the only tank wagon prices list that I have, Mr. Plotkins, 


ccyering the State of Montana, that is ail points in tho 
State of Montana is that as submitted yosterday, being the 
official price list of the Continental Oil Company as of 
Mareh 24th, 1939 and that covers only gasoline. 


It does not cover distillato? 


No Sir. 
MR. FRALEY: Mr. Miller, there is ons 
comparison as I see its; Mr, Hubert Miller mado a purchaso 


from the Cutbank refining company, according to his 
affidavit? 

Y6Sa 

And the Milk River Livestock Company over in Shelby, the 
Johnston Ranch, mado a purchase from the Cutbank refinery. 
Now if there is any comparison I presume it has to be made 


out of those two invoiess because -~- 


THE CHAIRMAN: Are they about the same 
dated 
MR. FRALEY: 7-11-39 is the Montana 


purchase and this was in the month of July, no, the 
Montana purchaso is later, but that would compare, you 
soe, on Exhibit "614", those aro what we call Mr. Bostotk's 


invoices? 


bP 


ah achat OE rise. oe mites he 


eat ane ch at saad 
aig ee es ees eR al 1 Tek es # a 3 oe “aR = 
3 7 a ees arty a) BF wh Ome eae ha See a dae Oe fae t 
" HRS fb atane . 
. H- ee ies ta 
Ul 7 t ‘ t2 3 , 
EE ieee a Raabe ie» Ree: ra 
‘ Od hen 
i 
as : a Aa a ut adh came 3 a ee : ' ty be cey ae S -: 7] : "y rs os #. i eE rig & ay sae TH, . i Sr ire) 2 - 


S . P al > Poo | 

: as Z i : ‘ Der hae pe oy FS a0 PF Ua .-REE wa. dvs BI ee 

: cs Dee FET 2THSL 1 SAR Mee eee itt: ca Loi ea - 

: ' F ’ ; 
: = 
/ 9 
pati ted 2 
he: Apes af 5 8 
- r 


ee bar wie to es \ 
. 
’ . A - 
: 45 . ty care} 
d “4 We, ae Sa ae phi, 
¥ . . vw) 
i 3 
iM . ce 
ne ‘ § Tate s 
Tans ee Stee i 
it “ Cy Pike 2 2 
- 
‘A 12 — 
he -_ aa 
Ay te  e ee Deere! Bo BE ope! Res a2 .4: st “4 :. 
t= =o y} F wee Rae x , # SS ce e er eer wee 
' ‘ =e nes 
“1,45 » _" 1 a as fy 
mS Cae Semcrs a eh. ORAL 
f 7 a 2) hey ee ar : 
i oe “-: 
i 
2 eee 7 
: Ne = | ) : eee - 
: ‘ 5 o@ mt 
is ay eee a 3 F see =~ J 
hate ake (ne OR. js . ott Gee Pea: . = Bric oo ans ; 
i ’ iat ; es ‘ Pah _ “ os Bei eye wale 
: ay 
: 
a ed Seu sth RGAE - bes ox eeee a: ,B* nm ae aes 
ae) is are emt Cet a "ay Ben Sup Hi Re thee) ee 22 a. up to f nS Li fal (Bi 
< t  * acer £ : tien 6 
ih a oa : se a roe al We eR ee ¢ tous 
= te De pas Jee Ne We Ri bad 30a kde, By wip Se ha ear ue 7 nab qa eo 
~ ~ é © 5 “ 
. 
‘ i 3 
hs 
Le i ~* + ie 
ad ‘ J. - une Be a! 
ay ‘ ‘ook Pt? : EC Ry q oe ee “oy 
Foie Petra? NOMI Lys! “UT ee er Ry 
hl ve as say 
ees ad vue % 
Pita ae | sbi ee: a Ph ke es Chie To si a 
= peg eae) aaa I ace foarte eB ee 
@ 
ij 
: ; eg seen one > w 
Nee SEES TS. CANE SoA ANSE 
att | * a) x ~~ ) oo 
—Yse ues ut > 4 ‘ 2 


a vG 4 iad i" 


. A 


- 13,609 - 


Bare dae i A 


Yes. 

Now Mr. Bostock's invoices were all purchases made by 
consumers in Montana from ordinary wholesale facilities, 
the Former's Co-op at Sunburst and the A. J. ‘“Jilcox at 
Shelby and so on? 

YES 

Only one of them wes a refinery purchase, purchased at, 
regardless of the price et which he bought, only one was 

a refinery purchase? 

tes’. 

Well it heppens that Mr. Miller did not, it is unfortunate 
perhaps, did not buy the preducts that aro shown in 

Mr. Bostock's invoices because Mr. Bostock's man, the 

Milk River Cempany, boight some Husky Gasoline, some "Q" 
gasoline, and some number 39 distillate from that Cutbank 
Refinery at the prices mentioned, 145 and 8: respectively, 
Mr. Hubert Miller from Alberta purchased from that company 


in July some Bnergy straight run gascline and some Noe L 


distillate, 

MR. PLOTKINS: What is the price for the 
distillate? 

MR. FRA‘/LEY: Tt was 5% cents the wine 
gellone 

MR. PLOTKINS: ind the other is what? 
WITNESS: The other is Moe 2 distillata. 
MR. FRAWLEY: No. 2 distillato? 

MR. PLOTKINS:;: That is No» 2 at a considor- 


ably higher price, 
You say Now 2. 2 sey No. 39. I am merely calling the 


attontion of the Commission to the fact that precisely we 
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Miller 


have not got the same products purchased from the Montana 
refinery, purchased by an Alberta farmer and @e Montana 
farmer, from the Montana refinery. 

MAJOR LIPSETT: Where are the other invoices, 
get tne one mentioned from the Cutbank Refining Company 


of Hubert Miller, that is the one you havo? 


ME. FRAWLEY s iat perpen. 
TH! CHAIRMAN: Are the other invoices hore? 
to FRAWLEY: They are Wxnibit, "614"— Lt 


is here in the ortginal. They have not yet veen copied in. 
WITNESS 3 Mr. Hurert Miller says he 
purchasod two barrels, 108 gallons of Energy straight run 
gasuline at 6 cents per wine gallon at the Cutbank Refining 
Company, Cutbank, Monténa. 

MAJOR LIPSETT: And 54 distillate at 53? 

Yes. Now this farmor went to the Cutbank Refining Company 
and he purchased 240 gallons of Husky gesoline at 144 and 

ho purchased 900 gallons of distillate. They say Wor 39, 
here, at 8% cents per gallon; in other words his distillate 
price was 4 cents higher than the price Mr. Hubert Miller 
paid the same company for and so far as my knowledge goas 
there are not any more than two grades of distillate and in 
the majority of cases theron is only one. 

MR. FLOTEINS: There is no Federal Tax on 
distillates in the States, Mr. Miller, there is the 1 cent 
Fedoral Tax on gasoline? 

One cent Fedoral Tax on gasoline but I do not think there 

is any on distillato. 4 cents a gallon is the differencs. 
MR. FRALEY: I have just one or two questions 


arising out of your examination yosterday, Mr. Miller. 
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H. Miller 


MR. FRAWLEY: Just what do you mean, I do 
not know just wuere it appears, but you spoke about a sub- 
normal and in case it should be important --- 
The sub-normal prices, Mr. Frawley, when we refer to sub- 
normal we refer to the regular tank w&gon price being 
discounted by, in the form of an allowance or a discount 
off the tank wagon price at point of destination and on 
the Montana map those sub=normal prices aro shown in greens 
It is an allowance, as I said yesterday; in the same form | 
that we make an allowance in the Southern part of Alberta 
to meet the cut-throat compet.tion from the State of | 
Montana s 
Well what makes, that cut-throat competition, let us use 
that word now, that includes the Texas Company of Canada, 
does it? 
My understandings of the Texas Company of Canada is that 
they are conforming to the laws of the country and are 
payihy or allowed to bring rather their gasoline inte this 
country at the price set by the Dominion Government; 
therefore I Go not think thore is any violation on the part 
of the Texas Company and I have not referred or said that 
there was, 
All night. T am giad to know that. You are concerned 
then, and you have gone to a great deal of expenso and 
trouble, to make out a case with respect to all of the 
Montana importations other than the Texas Company? 
Well I understood the Texas Gnrmpany to say that they are 
ecnforming to the Dominion Government regulations as to 
duty and I also understood them to say that they did not 
gell to consumers f.o,b. their refinery in Montana. 


And if Mr, Trimble said that he was also conforming to all 
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the laws of the Dominion of Canada that he knew about, then 
would you accept that ctatement just as you accept the 

Toxas Company's Statement and eliminate Mr. Trimble? 

I think we would have to, Mr. Frawley. t think the whole 
trouble arises with the fact that Dominion Government officials 
not enforcing the dumping duties as they should be on 

exports to Canada being sold at prices below those in tho 
Domestic Market. 

And that docs not apply to the Texas Company becausoa they 

arc not @t all lax in their administration of the Customs 

Act in reference to them? 

I cannot say anything more than I have said about that. 

The Texas Company can speak about that. 

MR. HARVIB: There has boen no accusation 

by our company or any other, that amybody is breaking the 
law. The contention is that the dumping duty is not boing 
anforeod properly by the Dominion Gowernment suthoritiss 

and therefore thore is no suggestion that anybody is breaking 
the laws It is over the last part of the situation, that 
the Statutcs are not being enforced. 

MR. FRAWLHY: Then the lew is boing broken, 
then the law is being broken. 

MR. HARVIE: Nos if there’is no law,oif 
there is no dumping duty enforced then not. 

MR. FRAWLEY: If there is a Stetute which 
prevents the importetions of these products or the 
exportation of them, from the United States, whichever 

way you like to put it, at those prices, thon whether they 
are onforcing thom or not enforcing them, then in fact an infractis: 
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A ° He Miller 


bootlcgger tcmorrcw I am committing an infraction of the 
Alberta Liquor Act whether or not anybody worries about it. 
MR. HARVIE: I think you miss tho 

point entirely, Mr. Frawley, 

Mi. FRAWLSY: Perhaps I do. 

MR. HARVIE: Under the Customs Act the 
Customs officials arc authorized to impose dumping duties 
undor certain circumstances and so far as I knew there is 
ho dumping duty being imposed in regard to importations 


from Montana. 


MR. PRAWLEY: And should there be? 

MR. HARVIE: nad our contention is thoro 
Shovld bo. 

MR. FRAWLEY: Then if there should be, the 


people who are really making the transactions, cither 

the refinor in Montana or the importer into Alberta, are 
creating infractions of those regulations. 

MR. HARVIE: There are no regulations of 
which they @an create infractions. 

WRe MACLHOD;: Mr. Chairmen, is not the 
matter this? The Declaration that Mr. Millvr made 
yosterday is made and if that is true there is no Dumping 
Duties payable. If it is false then there should bo a 
dumping duty payable. It comes down to every individual 
case and the Declaration which is made in the case of that 
importation. 

MR. FRALEY: And does not the British 
American Company say thst the Declaration is false? 

MR. MACLooD: They say so. 

MR. FRAWLUY: Ang thorefore there is an 


infraction by somebody. 
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A» He Miller 


MR. MACLEOD: In certain cases. 

MR. FRAWLEY: Obviously. I would like 

to understand it, I am anxious to learn. 

MR. MACLEOD: Mr. Frawley has heard the 
evidence that our company took it up with Ottawa extensivoly 
and had a f8ir price fixed on the basis that Ottawa agrecd 
to; there being no prices, they dc not sell to the public 


there and that they had beon following that ever since. 


MR ° FRAWLEY: Ye Se 
WITNESS: What price was that? 
MR. FRAWLEY: 6; cents a gallon, you might 


bear that in mine, 
WITNESS: On what grade of gasoline? 
MR. FRAWLEY: On Fire Chief gasoline and I 


was just. going to put that question to you? 


L Vhat is the arrangement on White, third grade 3tructuro. 
MR. MACLEOD: I cannot give it to you here. 
q MR. FRAWLEY: Take the 6% cents, Mi. Miller, 


it is a ludicrous situation I suggest. It is suggested 
that Mr. Trimble is committing an infraction when ho pays -=- 
MR. HARVIE: Ycu are suggesting it. 

MR. FRAWLEY: Ef there Le "no infraction 
why ard we taking this time, if there is not some violation 
of the Deminion Government laws I miss entirely the 
contention of this ovidencs. If Mr. Trimble is purchasing 
70 octane and paying 7 conts at tho refinery door for it 
and Mr. Maclood is buying Fire Chief, 70 oct&ne, as good 

{ can safely say as Mr. Trimble's gascline and paying 6% 
cents per wine gallon, in my submission it is an absura 
contontion to say that Mr. Trimble is violating the Statute 


and Mr. Macleod's client is not. Now that is just too much 
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Bos He Miller 


for me, I just cannot understand that at all, whatever 
arrangement Mr. Mecleod has notwithstanding, I just 

cannot understand the conristency of making that statement 
to this Commission or to anybody. 

MR. MACLEOD: Mr. Frawley, as I soe it, in 
this Customs receipt, the question is, is it the fair market 
value, and that is set out in the receipt. Now if in fact 
it is not the fair uarket valuc, does it make any difference 
whether the invoice of Mr. Trimble was passed by the 
Lo¢al Gustoms officer, or in the case of the Texas Company 
it is passed by the Government at OCttawa. The fact is 
either that is the fair market value or it is not. 

MRe FRAWLEY: Let me say sbout that, I 

asked about that, I can say this by way of assistance to 
you, I asked about that, I asked whether the affidavit which 
was used to pass the entry at the Border was final and 
conclusive and I was informed by the officials that it 

was note that all these invoices go to Ottawa and that 
Ottawa then instruct whether or not there should be any 
follow up and that they are perfectly free to follow the 
importations and to levy or revisc, as it were, to assess, 
something like the Income Tax Returns, and simply require 
that the invoige be corrected and that a duMping duty be 
paid. Trat I suppose would be the arrangement and it is 
entirely under the control of the Ottawa officials with 
avery Single invoice, be it Mr. Trimble cr the Texas Company, 
oll the invoices go to Ottawa and they either are instructed 
cr not instructed to follow it up and apparently thers has 
been no follow ur but I would like somebody, either 


Mr. Macleod or the people producing this here, to reconecils 
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4. He Miller 


these two ideas, Mr. Trimble buying at 7 cents and 

Mr. Macleod's client buying at 6¢ conts. 

MR. MACLEOD: Mey I refer Your Lordship to 

this section of the Act. The section reads: 
"In the case of articles exported to Canada of a 
"glass or kind made or produced in Canada, if the 
"export or actual selling price to an importer 
Nin Canada is less than the fair market value of 
"the same article when soid for homs consumption 
"in the usual and ordinary course in the country 
"whenee exported to Ganada at the time of its 
"exportation to Canada, or is less than the fair 
"market value or value for duty thereof as 
‘determined under the provisions of section thirty- 
"six of the Customs Act or is less than the value 
"for duty thereof as dstermined by the Minister 
"under the provisions of paragraphs (a) and (e) 
“Nof section forty-one of the Customs Act, or is 
"less than tho fair market value thereof as fixod 
“under the provisions of section forty-three of the 
"Sustoms Act, there shall, in addition to the duties 
“otherwise established, be levied, enllectod and 
"naid on such articlo, on its importation into « Ganada, 
"a special or dumping duty, 6qual to the difference 
"between the seid se lling price of the article for 
“export and ths said fair market value thereof or 
“value for duty thereof; and such special or 
"dumping duty shall be levied, collected and paid 
Yon such article although it is not otherwise 


"dutiable." 
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A. He Miller 


Now if you will remember the evidence, submitted in quite 
detail and the letters, showed that our people took it 

up of their own initiative with the Customs penple in 

Ot tawa. They said "There is no posted vrice", I forget 
thes details "So Ut issdifficult in’ our case’ Tor *us:’ to 

say that this does not come under this alternative of a 
fair market price" and they suggested -5 fair market 
price, @ price that would he a base price, which the 
Minister agreed to and we have operated on that ever 
Rince» Just whether it is fair or not ~-- 

MR. HARVIB: I think one of the difficulties, 
Mr, Chairman, may be this, that it is the exporter that 
takes that Declaration and I think the Texas Company as 
exporter probably took it up with the Government officials 
and had an agreed price put on so that they could export. 
it is not Mr. Trimble who says it is the fair market price. 
It is the exporter from whom he buys and we have not got 
the advantage of having him here before us to examine him 
and our contention is that the Declaration they give, on 
which Mr. Trimble and others import, is possibly in error 
inasmuch as it does not, or inasmuch as the figures that 
they show as the fair export price under similar citTcum- 
stances in connection with the imports of the Alberta 
farmer, that the United States farmer cannot buy or does 
not buy at that price and we have given our Sips and 

so on for that. Now that is something that I think only 
the Customs officials can cure. They will have to go down 
there and satisfy themselves whethcr or not that is a fair 
price anddal with it at the border or at the propor 
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A. H. Milter. 
MR. FRAWLDY: May I say this, lir. Chairman, 


after Mr. Macleod put in his cvidence I sent to Ottawa, 

to my legal agents there, copies of the Exhibits and the 
entry form, the Customs entry that Mr. Macleod filed, and 
copies of the correspondence which Mr. sacleod filed, which 
took place some years ago hetween his clients and the 
Customs Department. I alsn sent some of “r. Trimble's 
invoices down to Ottawa and 4 placed the thing as fully 

and completely as I could hefore the Customs Department. 

It hag even come to the attention of the :‘inister of Customs 
himself, the Minister of National Revenue, and «=r. Scully, 
the Minister of Customs. It was as a result of that 
discussion that Mr. Russoll is being asked ¥o come to 
Calgary to make a statement. He will deal with, and I 
will ask him to deal with the Texas situation first. 

i say |first because that is important. It is the biggest 
Single importer. If Mr. Russell satisfies this Commission 
that Mr. Macleod is quite right in everything he has said 
here and there is no violation with respect to the 
importations of the Texas Company, let us assume Mr. 

Russell makes out that case, and satisfies this Commission 
there is no violation, all I say ig - and I think that we 
will have to wait until we hear what Mr. Russell says - 

and then I say ie will say after that, with Mr. Macieod's 
price at 6% cents, who will gay that Mr. Trimble or Mr. 
Trimble's Montana refiner is violating the law when 
Lhesrianvoicenashyrcentsy (i fhey ae bake ‘therseme affidavit, 
the fair market value for home consumption. One is 6 
cents. 


MR. HARVIE: Under similar circumstances and 
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~13,619- 
A. H. Miller. 
in the same quantities? 
MR. FRAWLEY: The Texas Company uses the same 
form that Mr. Trimble's exporter uses. The Texas VUompany 
says 6¢ cents is the fair market price for home consumption 
and for export. The Big Vest Kefining Company uses the same 
language landausesy the) figure,of 7.cents;: ‘@t scems to me on 
the face of it, I think, with great respect, that any further 
prosecution of the argument at this time is, perhaps, just 
a little futile because itt would be interesting to know what 
the Customs people say about it. I merely suggest we have 
beeImmspenting elereat dealyof timeson thie.- If wtheresdssany 
violation’ by anybody then they are all in it. Every gallon 
that comes over, and especially when one looks at these two 
prices of 6+ cents and 7 cents. 
THE CHAIRMAN: Iwomer if ttt is strictly right. 
Supposing the Texas Company and »r. Trimble are both all 
fightice Issit. noteopen to the British American Company to 
argue, as I understand they do, that the American farmer and 
the Canadian farmer are in entirely different positions? 
MR. FRAWLEY: That individuals are in different 
positions. Let us assume they are in different positions. 
THE CHAIRMAN: That is something that Mr. Russell 
will be speaking to? 
MR. FRALEY: Oh, certainly he will be speaking 
to that too. 
THE CHAIRMAN: it strikes me it) is not so much a 
question of whether a particular oxporter's affidavit is 
true to-day or yesterday or next week, but what the fact is 
and if it does appear to a responsible company that a 


condition exists which is covered by but is not in fact 
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A. Ey Misdber. 
dealt with by Customs officials, but the Customs people 
should be willing to show what they have done and why 
they accept these affidavits as being tre facts. If there 
has been any investigation or just eure who receive the 
documents. No doubt they will speak about it and when we 
hear Mr. Russell we will know more about it. 
MR. FRAVIEY: We will have a high and 
responsible official of tlhe Customs Department when we have 
Mr. Russell. 
Tih CHAIRMAN: It might be thought that when 
&@ responsible officer and when a responsible company says 
"T may not be able to prove John Smith did something wrong, 
Dita! Weel we re. is. A.condition. that, the. Dominion ais not 
doing its duty" - well, we are calling the vominion and 
tne teis sil sansotiiaeial of the. Dominion. 
MR. FRAWLEY: Yes, and I am not. seeking. to 
Minimine wer 8 moment what, Mr. Midlen is doing, or the 
British American Oi] Company. But I say they should be very 
thankful to us. We have opened a side door to this 
Commission to let them carry on a fight with the Department 
of National Revenue because in the last result all this 
Commission might do would be to recommend to the Lieutenant- 
Governor-in-Council that he ask the Dominion to enforce 
these regulations. 
THE CHATRMAN: That would be the only effective 
recommendation we could make. Nevertheless, they, are 
entLicLed. porprimg: to, light, & condition, that affects their 
CObt., Of Operation din this,Provines,. and, is one, of. the. factors 
that improperly increases it. However, we will doubtless 
have to have much more discussion concerning this at some 


other time. In the meantime, are there any more questi ons 
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Be He Miller. 
to put to the witness? 
Apropos of: what Mr. Frawley said about this Commission 
opening the door to bring this peies out, of importations, 
we likewise felt that the Alberta Government, particularly 
in view of the investment the industry nas in the Provinces, 
and bensfits the Government derives from that investment; 
the erude production in the Turner Valley field from which 
they receive a certain percentage on every gallon that is 
Procuced, would he as interested and possibly, more 
interested than we are in shutting out these unethical 
importe into Canada. 
MR. FRAWLEY: [tits guite true end 1 one: 
want anybody to think I am unmindful of the benefits to be 
Cerivow lr rometuriher production of Alberta crude. butt 


algo want it understood I am here representing the 


consumers ~ well, I am here representing the Commission. 
MR. NOLAN: And only that. 
MR. FRAWinY: my friend and Tt @lmos % came to 


blows about that before and I make no apology whatsoever 
that [I am re to represent the people of the Province of 


Alberta, consumers and producers alike. 


MR. HARVIE: north and south? 

MR. FRAWLEY: North and soutn. 

THE CHAIRMAN: All right, Gentlemen, the next 
witness. 

MR. HARVIE;: . ay I just interject, we were 


asked, or Mr. Miller was asked to give two bits of informa- 
tion. One was the comparative crude prices in miontana and 
Turner Valley, and we are doing some work on that. . There is 
a little difficulty in connection with the eravity. But 


that will be filed at the first opportunity. 
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A. He Miller. 

THE CHATRMAN: All righ®. 
MR. HARVIL: We were also asked for the 
number of refineries in “ontana who manufactured all 
grades of gasoline and that is being obtained toc. 

THE CHAIRMAN: Very well. 
Mr. Miller, when you were here before, you will remember 
I put it to you that we would welcome anything in the way 
of & gencrai statement from your company which, either 
critical or constructive, would be informative to us in 
making our report to His Honour, the Lieutenant-Governor. 
Have you thought anything more about it or done anything 
more about it ? 
We have, Mr..Chairman, and it is my understanding that 
possibly Mr. Gaby , our Executive Vice-President, will 
be out next month, and anything we have to adq to tmt 
which we have already submitted, I think Mr. Gaby will 
take care, of ,it. 
WeawonrG.pe here very lone next month, Mr. Miller, and 
Lam embarking upon a wind-up, so to speak, at that time. 
Anything we set.we will need to get before the 15th of 
October. iuoseemine to, perhaps, solicit from the 
Jercer companies end trom anyone @lse indeed who can 
help us, statements as to what would be conducive to the 
welfare of the industry, we feel that now is the time. 

if you think something is wrong or there is something 
that has not been dealt with at,all which should be dealt 
Vigo some pertaculear way, bell Us, and if it appeals 
TOLUS WS Wil. wave tb such forces as we can trom our 
recommending. 
MR. HARVIE: Ye are in touch with Mr. Gaby 


Co Uneat Ande there Is considerable headway being made on 
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Mie MLL Lens 


Matters of that kind. 

THE CHAIRMAN: I. mentioned it a long time ago 
and I just want to point out now that despite the value 
that such statements would be, that there must come a 
finality to the work of this Commission, as you will 
understand, and we have fixed the 15th of October for the 
conclusion of these outstanding matters, excepting such 
evidence as Dr. Frey and Dr. Brown have to give and such 
replies by way of rebuttal or otherwise as the companies 
have to make thereafter. There will have to be a strong 
reason for our hearing anything else. Otherwise, we will 
be on here until 1940, which we cannot be unless there bea 


some reason that we do not know of now that we aré forced 


tO) Del. 
MR. FRAWLEY: I do not know. I am leaving 


this statement of Mr. Miller's with very little cross- 
examination. It was handed to mc yesterday for the first 


Pie Wilh | an not makings any complaint about. A price 


’ 
Itet is been put in here of a certain o11 company in 
Montana. I do not know te what extent Dr. Frey wants to 
deal with this siontana situation, if at all, SL 
at the moment concerned with, as with anything else, is to 
add anything to it in the way of cross-examination that 
might be of assistance, first to the Commission and then 
to Dr. Frey in case it is ons of tho things he wants to 
deal with. Perhaps it is not at all. Perhaps the 
fact we have not been given the Texas Company's cost at 
Sunburst has relegated the Montana picture in Dr. Frey's 
Opinion into a matter of minor importance. I do not know. 


PeouvOLasboincs might, be ‘asked apout this price list and 
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A. H. Miller. 


how it was made. Perhaps I might find out how much Mr. 
Miller knows about it before discontinuing his cross- 
examination altogether. 

Do you know, Mr. Miller, if this Montana price structure e 
is set up the way ours is, Calgary plus freight throughout 
the Province, except in the south where you cannot get those 
prices? 

A set-up coxactly as outlined in the bricf, which is the 
refinery base »~potnt plus freight. 

Absolutely. Where «is mothing plus freight, that is sabletiere 
is? 

Yes. 

PUG nw Doce; aieethe refinery. point hasimoifreightan it 

at all? 

Quite right. 

MR. PLOTKINS: Theres are sub-normal districts? 
Except those four points where we have Ethyl, "Q" ana 

ome graie, Structure: .).and whatever the base vpriceias plus 
freight constitutes the tank waggon price at destination. 
Now,ai,hed better make one clarification in that regard 

and that is that they do set that price to the nearest half. 
In other words, they do not bother about a tenth or 15/100 
Oras CONT OF Bnything like that.» If the baselprice plus 
freight works out at destination at 21.65 the tank waggon 
price would be 22 cents. 

Taking Great Falis, which is a typical point and a very 
inrece polit, andheasrerinery point.» Thel priceiof "Q" 
gasoline, which I understand from the map, Exhibit "619", 
the price of "Q" gasoline at Great Falls is 19% cents per 
Us7S.) gallon? 


Right. 
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As He Miller. 
Theat price of 19s cents has Lo part of freieht init at all. 
There 1SUO relent. in taat at aly? 
That is my understanding. That is the refinery base price. 
That is the refinery base price, and contains no pooling of 
freight? 
When you spoke about pooling of freight the last time that 
Iwas here, I have checked that very carefully and there ig 
no pooling of freight. The only arrangement that was ever 
made with it was when the Montana producers lost the 
Hlberta market they secured lower freight rates, or agreed 
charge freight rates in order to take and ship their refined 
products as far east as Minneapolis amd to other areas 
outside the State of Montana. That has nothing Gods "or 
has no bearing whatevor on the base prices in the State 
of Montana. 
Will you explain bhis to me. What dees this mean. The 
price at Great Falls is 19% ceuts for "Q" gasoline ax 
the price at Cascade, which is some distance away, 
it might be 50 miles on the map, is 193 cents for the same 
product? 
Pousti, ils Mrarbey, in my Drier yesterdays anda Sanka « 
price list you have shows, there are ker points just the 
same way as there are key points in the Province of Alberta, 
where the vank weegon price might be-2O cents, and then 
we Might take in three or four or Six or eight towns around 
that particular point where the tank waggon price is 20 cents. 
Tie same tank Waggon price will prevail at ‘the adjacent 
DoLmusy ao ose. Lo the” DrVer The points not colored 
are open towns which bear the same tank waggon price as 


the base point. And this spot you speak of, Cascades, 
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A,» He, Miller. 
adjacent to Great Falls, you will notice is in the Great 
Falls tank waggon area, which we shade. In other words, 
that is the metropolitan area of the Great Falls tank waggon 
market. We have 19s cents as the Great Falls price. 
We go on then and around there is Flowerec and Csriens 
and we get to Fort Benton? 
if you notice at Flowerec, it takes the same tank waggon 
price as Great Falls, 19% cents. 
Yosa: 
And right adjacent to Flowerec is Cartery and the pricesas 
20 cents < 
Dogdl woncersianwisihwe hele went, that! the price at Carter 
ig Great Falls 193 cents plus half a cent, which makes up 
the 20 cents at Carter? 
Yess 
Why is it not something more than 19% cents at Flowerec, 
that is only a very short distance from Carter? 

Because it is in the tank waggon area of Great Falls. 
Thervegusane Wiikerence there than in.other eities\ in Canada. 
That condition prevails in the Maritimes and other Provinces 
through danada. The city price is 20 ennts and the tank 
Waggon arearmay be 5, 19 or 15 miles around that city and 
is 20 cents. 

THE CHAIRMAN: any questions? 

MR. PLOTKINS: Mr. Miller, coming back to this 
Montana situation, the farmer when he goes to any refinery 
in Montana and wants to buy, the refiner gives him what 
they call the sxport price. are you familiar with that? 
They give (him loxport wrice, yes. In other words, they 
sell at a lower price to the Canadian consumer, provedins 


it is to eome back into Canada than the American consumer 
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A. H. Miller. 


ean buy the game product for in the State of Montana. 

So that there is a price to the consumer in Montana which 
is the prevailing price, and then there is an export price 
to the consumer that comes from Alberta or anywhere else in 
Canada. There are two prices? 

{£ do not know whether they have any definite classification 
Of AOMestig And. export. Apparently it is the export 
product that secures the lowest price. 

Butetne ouner Wr. Miller.tol¢ us.that the nefiner told him 
for export that was the price? 

That is right. 

And he is a consumer, he was dealing with Mr. Miller as a 
consumer - So that settles the two different prices insofar 
as the farmer or consumer being in Montana. Now with a 
C2evrivusorlor sealer, sthat ig.a man likesmyselr going sip 
the Big West and saying "I want to buy from you. I want 

to buy gasoline and I want to buy distillate," what will 
the refiner,.we will say the Big West manager, what, will 

he compare me with in Montana,in order to.give mm. .4,price? 
Mote Obie. ia tooks to.me a8 if he is nev 
LUtCeCeSied ail Wiad you are up, here, So, lone as .you Deve 

Pols bOeecleeo Day. On. your purchase, why, be wid) sive 

you whatever price he thinks he will give you so long as 

it is exported here, in line with the quantity you may buy. 
In other words, you may buy at a lower price because putting 
yourself in the elassification of a distributor you will 

buy le lareéer quentiity.. So. you.might buy, .as Mr. Hubert Biller 
said yesterday, at 5 cents, because you buy 10,000 gallons 
and pay for it and take it out right away as compared tO. 


his 54 cent price where he bought 2 barrels or 3 barrels, 
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as the caso was. 

Now, is that the situation. Is it not that Mr. Silverspoon, 
who happens to be the manager of the Big West at Ooutts, 
will investigate the possibilities of our business and will 
give m a price comparable to a like distributor in Montana. 
In other words, has not the Big Yest gota range of prices 
that are applicable to jobbers in Montana and that they also 
apply, mayhe not on the samc basis, but they also apply and 
he has under his discretion that wholes range when it comes 
to distributors wanting to buy from Cenada? 

Welle 82 [seid yesterday, Mere Plotkins; 1 think there 26 
sufficient evidence to prove that a distributor in the 
otate of ..ontana who has an equivalent volume cf business 
tO Une Cistriputon in the Province of Alberta, is not able 
to buy as low as the Alberta distributor is. Now I did 
say and I.still think at the same time that there may be 
One or two large jobbers handling possibly several million 
galions a year in the State of Montana that are buying at a 
lower price than the prevailing tank car price. The fact 
remains that there are many distributors in the State of 
viontana that are buying from the refineries at 2% cents 
below the tank waggon prise at dostination, which price is 
higher than the price that the Canadian consumer has gone 
to the same refinery and bought in trucks for export to 
Canada . 

What you are saying is this, that normally in Montana the 
average distributor buys at 2% cents below the prevailing 
tank waggon, the posted prevailing tank waggon price. 

That is normal? 

That is the distributor ’s tank car price in hontana. 

There is no dispute as to that. But the game as in 


Alberta, normally a distributor going to the Imperial Oil 
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will be quoted 4 cents below the tank waggon, but if he is 
ir. @ position to buy better than 4 cents over in Montana or 
elsewhere in Alberta or Saskatchewan, then the Imperial will 
consider whether they will give him more to meet that 
competition, is that not a fact? 

Well, Mr. Plotkins, in answer to that I would say lonking at 
Alberta and Western Canada as a whols, the tank car price is 
being maintained with the exception possibly of large 
€istrirutore or Larga oil companies in this Provinee or 
western Canada, such as the Janadian Oil Company, the North 
Star O11, Great West Distributors, and possibly the Lion Oil 
Company. But to the average small tank car buyer, the tank 
Gar Market 16 maintained. 

Piet 16 2ight., loo that that is the position here. Well, 
now, Coming cack to Montana, is not the present procedure 
that Mr. Silverspoon in Kevin, and I am wanting to buy 
gasoline from him, if he quotes me 2$ cents below the tank 
waggon, which is the normal distributor price at that 
herclery poe . say co mim". am nob interested, aud) at 
VouCennOm CC any Neier 1.am afraid 1 cannot deal with 
you", Mr. Silverspoon has an organization, he has a salesman 
and that salesman reparts to him the competitive situation 
and what kind of business we are running and the amount of 
margin we are going to need in order to buy from his 
company, and Mr. Silverspoon will then have to judge in 

his discretion what amount of mrgin or what price he will 
have to quote me on the different products in order to 
interest mc. Now, is De RO LOC Me. Laie Case. OL 


irs oLlverspoon, as it ig in the case. of your company, 
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10 eents, which is the Imperial price to the bigger 
distributors for "Q" brand, up to 13% cents, which is the 
normal tank car price to the small distributors. In other 
words, Mr. Silverspoon has a range from the lowest to the 
highest and he uses his own discretion and to give as 

little as possible to m but sufficient to get that business. 
Is there any difference between the tactics and procedure in 
Montara and in Aiberta in that respect? 

PeeeOG eo uyoum polird. Are you putting, vyoursell in) the 
position of &@ Montana distributor or a Canadian distributor? 
Wiet ft em tryine to ask you is, is, it not your trouble 

when it comes to a distributor buying in Montana —- I am 
forgetting about the farmer? 

You man an American distributor in Montana? 

No, a Canadian distributor attempting to buy in Montana. 

As Il understand your contention, that Canadian distributor, 
Sch ae Me. Trample 2s buying at too. lowe price.,anc, 

that normally the Montana refiner would not give that same 
price to @ like buyer in.Montana., fs not that.your eontention? 
Tes prevails, yes. 

Now, coming back to a like buyer, is a matter of the 
discretion and of the judgment on the part of Mr. 
Silverspoon as manager of that refinery, because the Customs 
Department cannot circumscribe his jw gment and interpret 
who shall buy at this price vz that price because with 
sooner s and auistributors the conditions of each is usually 
faken into consideration by the sellexn, the refiner, in 
arriving at the price to quote,and there is sc many favtors 
that enter into it that ther*refiner certainly must exercise 


judgment. The Customs Department cannot come and say 
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"NOW, Ve wontt let you sell t> this man because he buys 
1,000,@00 gallons from me at 7 cents, and this other man 
also Dye amillion, and yous sell him’ ap YS cent 6." You 
know two companies selling the smme gallonage may be differen 
One may be a service station and the other may be a co-op 
selling to farmers. The service station company usually 
requires more and a greater margin to do business and make 
some profit. So that the Kevin refiner would naturally take 
that into consideration, is that not a fact? 

They maye 

Would not your company take it into consideration selling to 
a jobber in this Province or in Saskatchewan? 

We do. 

pO that 18 tho Montana refiner doing any different? 


Nell —wemay MOu. Bul that has. to Dearing on the Teec, ad 


I say, that there are refiners there that will not sell to 


the jobbers below 2g cents below she tank waggon market. 
At the same time those same refiners will sell to you as a 
Canadian distributor at maybe three or four cents below 
their wank waggon market and to the usual. consumer of a 
Mpaiae! ones 

Whetoyou say is im the case of 4a, given refiner 1f under no 


conéitions they aré giving more than 2% cents to the 


distributor in the States, that if that same rofiner gives 


more to a Canadian distributor he is then breaking the law 
when he swears on them Customs invoices that he is selling 
for the game price to the Canadian distributors as he would 
normally to the American distributors. That is what you mean? 
Weil, 1 would think so. 1 might read that for you, Mr. | 
Plotkins, that last paragraph of that section 6, which I 


think is---- 
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hy He Milter. 

MR. HARVIE: I think that is a matter of law. 
WR. PLOTKING: Ti Will take pare of ‘eat ee 


fam bringing it out clearly because I feel that ig the 


distine tion. It is a question of judgment. 


(Page 13,633 follows.) 
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iL 
THE CHATWUAN: hirs willer has said 
what he thinks as to the expert price to the Canadian 
farmer, and now with reference tt jobbers he says the 
comparable American jobber has to pay more for his 
products than does the Canadian jobber who attends at 
the same refinery. 
WiRe FRAWLEY: Yes, but we are exploring 


now, let me finish and ask you---= 


THE CHALTRMAN: Mre sjiller makes that 
po tn @xx« 
MRe FRAWLEY: I didn't quite understand 


your last statement, that'as to jobbers. 

THE CHALRAAN:. : Not only with regard tc 
farmers but that the Canadian jobber will get a better 
price than the American jobber who is carrying con a 
comparable operation. 

MRe FRAWLEY: Well new with respect, IL 
do not think there is any attempt to say, to find and 
to present to this Commission, a -iontana jobber con 


parable tolir. Trimble. I thought that was a blank we 


hade. . 

THE CHATRWAN;. - But he makes that point. 
iRe FRAWLEY: He makes that statement. 
THE CHALRAN: : Yes, that te his evidence. 
WITNESS: ; I think you will have 


evidence here ae weal to prove that and I still 
maintain that the Montana distributor in many cases, 

I do not say in 100% of the cases, but in many cases 
pays a greater price than the Canadian distributor and 


that definitely applies also to consumers. 
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MRe FRAWLEY: | Keepin: in mind again, I 
do not want to labor the point, but keeping in mind that 
this Comit aaion hes tO make a recommendation to the 
Lieutenant aeeeaayy which in turn will be pasred on to 
the Dominion Government, I would venture to say that they 
would want something pretty concrete before they would lend 
weight of - their recommendetion to any condition in 
the State of Montana. 
THE CPATRMAN : That is an entirely dif 
ferent matters What we may think werthy of acceptance 
without corrobcration and wheat we may not but in the 
meantime that point is made- Now if you have anything 
tc ask on that, Mr.. Plotkins, you might ask it now. 
MR. PLOTKINS: I think I have brought 
out ali Ft want to bring out. 
WITNESS: To answer your point, Mir « 
Plotkins, it says this in the Customs Act: 
"There shall, in addition to the duties other« 
"wise established, be levied, collected and 
"poid (on sueh Beta a on its importation into 
"Canada, a special or dumping duty, equal to 
“the difference between the said selling price 
Yof the- article fer export a the said fair 
"market value therecf or value for duty thoreof; 
Nand such special or dumping duty shall be 
"levied, collected and paid on such article 
2 "although it is not otherwise dutiable." 
Q MiRe PLOTEKINS : At the present time I am 
going to give you the facts and you can answer what 
you think about it. I buy from the Texas Company Q 


Rratda Gasoline but IT do not buy it from the. Texas 
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Company in Sunburst, although I take delivery from the 


Texas Company in Sunburst, I buy it from the Texas 
Company of Canada, Limited, at Calgary, that is where I 
buy it and pay for it. Now under your contention the 
Big West, because they have no office in Calgary, are 
not in a position to bring the gasoline or at least to 
sell it on the basis of Calgary, although they make 
delivery F.0.B. Kevin, should they be discriminated 
against and prevented from doing what the Texas Company 
is doing? 

I do not think they should and I have not said they 
should be discriminated against but I will say this, 
Mire Plotkins, which I think you have knowledge of too, 
that it ig not necessary for these people to have an 
office in Canada in order to sell their requirements 

or sell their merchandise for export tc Alberta because 
they Look upon this market as a very favourable market 
in which to increase their production of crude. 

Yes? 

And increase their sales of gasoline by exporting it 
into Alberta. 

Yes? 

And as you know there are salesmen from the Montana 
refineries in Alberta constantly soliciting business 
from this market. 

Yes? 

At prices that they will not sell their own distributors 
for in the State of lhiontana. 

WRe FRAWLEY: So you say? 

So they do not require an office here. 


THE CHATRslaN: That is a matter of weight, 
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4 
Mr. Frawley, weight. if we think it is without valve 
and without support, all right, but the evidence is 
relevant. 
iRs FRAWLEY: Yes I suppowe so. 
wRe PLOTKINS: I hope, hire Chairman, 
that this evidence I am bringing out now has a bear~ 
ing on your judgment as to the facts. 

Q, WRe PLOTKINS: Now there is only one 


more question. If the Big West Refineries were to in- 
voice everything to themselves in Calgary, their com- 
bined sales to Canada, Western Canada, would put them 
cn a comparable basis with the biggest jobber they 
may have it Montana and then they could re-sell from 
their Calgary office at whatever price they saw fit as 
long as it was above what it cost them and in that 
case they wculd be in exactly the same position as 
the Texas Company is today, cr if you bring the picture 
where the Big West cannot do this because they have not 
exactly a comparable jcbber, the remedy for the Big 
West is going to be very simple. JI had an experience 
of that myself a number of years ago with lubricat- 
ing oils, they opened up an office in Canada, they 
invoiced everything to themselves at a very low 
price and they scld it at whatever they liked. Now is 
that not the position the Texas Company and the 
Big West are in when you come to analyse or to com 
pare Mr. Trimble or some boa y in aparece ein othes 
words, are you going to succeed in forcing the Dome 
inion Covernmen t to impcse a dumping duty under those 
gircumstanaes? 


A I do not know what the Dominion Government is going to 
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do with the dumping duty. We maintain as a business in 
Ganada with millions invested and being a Canedian in- 
dustryss4 

Yes? 

We consider we should have proteetion according to the 
Dominion Customs Act on products being exported into 

our territory at prices below those for home cone 
sumption. What the Dominion Government will do about it 
I do not know. The only thing is that we are making 

the representations and we are applying all the document- 
ary evidence we can to have to try to bring about some 
improvement in .+ condition that we. consider has been 
very definitely detrimental to the Canadian petroleum 
industry and likewise to the tax-payer and the Gevern- 
ment in Canada. 

MR. PLOTKINS: Thank youe 

MAJOR LIPSETT: hire Plotkins, do you want 
to put to this company a question as to whether there 

is anything connected with the administration of that 
company, why you for inatanee eannot handle an Alberta 
product. | | 

MR. PLOTEKINS: I beg your pardon, 1 
didn't catch that. 

MAJOR LIPSETT: Do you want to put ts 

this witness why there is any reason or any action of 
this company, if at all, which prevents you from hand- 
ling Alberta gasoline altugether or why you have to 
handle imported gasoline? 

MR. PLOTKINS: Yes, what you mean, Mr. 
Commissioner, is, there must be a reason why I am im- 


porting from viontana instead of buying here. 
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MAJOR LIPSETT: Yes. 
whe PLOTKINS: I thought I had covered 


that some time ago but I will go over it with this 
witness. 

MAJOR LIPSHTT : IL wondered if you did 
not wish te put something to this company while they 
are here, is it any fault of theirs. 

UR. PLOTEINS: I would not say it iia 
but I will question Mr. miller and bring out. the faeita 
why we are not buying Canadian gasoline. 

MR. PLOTIINS: About a year and a half 
ago or two years ago, Mr.-iMiller, your company re- 
ceived a request from the Lion Oils for a price, we 
evidenced a desire to purchase our gasoline from your 
company, the Q Braud end Ethyl Grade, do you recall 
the circumstances? 

Peau. 

Is it incorrect to say that your company, after three 
months! or four months! delay. finally answered that 
they were not interested in selling us at all except 
at the tank waggon price? 

At the tank waggon price or the tank car price? 

At the tank waggon price, 100%? 

Well that may be correct, Mr. Plotkins, and as you re- 
call a year and a half ago our company in the Provinge 
of Alberta was unfortunately situated inasmuch as we 
were not able to produce sufficient for our own rem 
quirements and i cite we had to buy. We had 
commitments ahead and we were not at thet time looking 


for any further jobbing business in the Province of 
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Alberta because our main te dae jobber in the 
Province of Alberta was as much as we could take care 
of at that particular period. Since then and since 
we have had our own production and as much as we res 
quire and more, f think our quotations to you are just 
as favourable as the others which you might get. We 
have not, we have given you prices that L think are 
satisfactory or should be satisfactory anyway. 

Min. PLOTEINS: Yes, I might say, Mr. 
Commissioner, that the British American has offered 
our company prices that are at least comparable with 


what we have been getting by buying from the Texas 


company. 
MAJOR LIPSETT : They are comparable? 
MRe PLOTKINS: They are, comparable at 


this time. 
WITNESS: And in addition, air. 
Plotkins, in order to help yuu in your own manufact~ 
uring at your refinery we are supplying you with raw 
material which is not available elsewhere today in 
the way of absorption gasoline so that you can make a 
product as comparable to that being made by ourselves 
or other companies. 

Q That is correct. Now coming back to this situation 
that existed two years ago or a year and a half ago, you 
recall your company referred me back to the Imperial Oil 
and said they would prefer that I would buy my gasoline 


from the Imperial O11, that is correot iaiit not? 


mi PAcesnot recell that. That 18 news to mes 
Q That is your local manager? 
MAJOR LIPSETT: That was before they 


started manufacturing? 
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MRe PLOTKTINS: Oh yes, that was before 
the British American started manufacturing and no 
douht that situation then was such that you could not 
dell us against the Wiukuee of the Imperial Oil at that 
time, would it be correct tc say that? 
I would like you to repeat that. I didn't quite get 
that. 
You see at that time you were buying from the Imporial 
Oil and you could have offered us at least competitive 
prices but you, your company for example, took months 
to say that they preferred not to seil us and referred 
us back to the Imperial O11 and I am just asking you 
now if that wculd not be the result cf that time the 
Imperial Oil having adopted the policy where they were 
Selling no one Q@ Brand or Ethyl Products in Alberta, 
cutside of the major companies? 
Well I hardly think so, Mr. Plotkins, because I will 
say this, that we have never had any policy or any 
arrangement rather with any other supplier as to what 
we are going to do in the way of our selling our 
products whether Q@ Brand or any other brand. I will 
say, however, that we had, as you know, a processing 
contract with the Imperial Oil Company. We were cm-~ 
barrassed very considerably because we found that we 
required more material, by many thousands or barrels, 
than we had arranged with them to process for us and 
when we tried tn inerease the production in order to 
secure those barrels we were advined by them that they 
could not supply them so we likewise had to curtail our 
activities. 


Now Mr. Miller, coming out of what you have just said a 
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few minutes ago, you have been supplying our company, 
and we certainly thank you for it, with materials 
whieh makes it possible for us to make competitive 
products? 

Correct. 

Ther, you agree that the Casinghead is a vital neces= 
sity in making products suitable for this climate? 
Well it might be with some refineries. It depends, I 
imagine, on the processing being used by the refinery. 
pome refineries I understand today are not interested 
at all in Casinghead gasoline in the manufacture of 
their products. That is to any extent. 

4s there any such refineries in Alberta? 

Well so far as we are concerned we use very little. 
You use very little now? 

Very little. 

But is it not a matter of fact that you are almost, 
that your refinery superintendent has advised you that 
you will be using considerably more this winter? 


No, 2 do net think thet is a fact 


Re FRAWLEY ; You mean using more 
Casinghead? 


MR. PLOTKINS: Yes, casinghead.e That 
is all, thank you. | 

MRe FRAWLEY: Thank you, Mr. Miller. 
THE CHATRiAN: You heard,, Mr. Miller, 
that Mre Russell is coming here on iionday, you heard 
Mire Frawley say that? 
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FRANK RICHARD BORK, having 

been first duly sworn, examined by Mr. Frawley, said: 
Wr. Bore, you live in Edmonton? 
I do, ilre Frawley. 
and you are Secretary of the Alberta Automobile Trade 
Assoclation? 

I ame 
Northern division? 
That 1s ccrrect.« 
Your work does not extend down into the elite, the 
south of Alberta? 
Well we have a division in Southern Alberta, in 
Calgary, located here, but unfortunately we lost our 
secretery. 
So yOu are only speaking for the Northern division? 
I can only speak for the Northern division. 
And really I suppose that is the City of Edmonton by 
and large? 
Lt is the City of Hdmonton. 
THit CHATRiAN: Now what is the object 
of the Association? 
MR. FRAWLEY: Yes, now what is the 
Alberta sutomobile Trade Association? 
Well, Mir. Frawley, it is a registered trade association 
which seeks-to help men connected with the retail 
automobile trade, that is it takes in the car dealers, 
service station deulers, battery repair men, tire 
dealers, tire repair men and the like. 
Incorporated under the Society’s Act? 
Yes, of the Province of Alberta. 
and you do have in your Association people who buy and 
sell gasoline at retail? 


They are the bulk in number, yes. 
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Oh, they are the bulk? 

Oh yes. 

The service station operator then---- 

Is the largest. 

Is the largest single unit you have? 

Yes, by far the largest. 

Now it is a fact, as I understand, that your Assoc- 
iation requested that they be allowed to make a state- 
ment to this Commission? 

We did, sire Frawley. 

And I am very glad to have you make the statement, as 
[I am sure the Commission is. IE would like you to con- 
fine your remarks if you will to the matter of the re- 
tail margin, what is called the dealer's margin and I 
would be very glad now to have you make any statements 
your Asscciation desires to offer to the Commission as 
to the sufficiency or otherwise of the present retail 
margin, or just what your views are with regard to tne 
margins and any practices immediately related to the 
spread between the price at which your people buy the 
gasoline and the price at which they seil it? 

Well, tir. Chairman, we appreciate very much the oppor- 
tunity which we have of addressing this Commission this 
morning on behalf of the retailer. I want to be as 
brief as pesSsible and I am not going to enter into any 
long discussion of all the ills that affect our trade. 
I think many of them are known. Some of them are out- 
side of course of this Inquiry, but one of the big ills 
that I feel we fave and most of our difficulties come 
out of it, is undoubtedly due to what we feel is the 


t0voO small spread of gasoline between the wholesale and 
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the retail price and there is moreover an extraordinary 
inconsistency in the margins which exist within the 
Province. it" ta an aroaieuig Ger eowle Gnenes 4 Tyree, 
for a good many years to estoblish some fair basis as 
to what that margin should be but due to the conditions 
under which we find ourselves today, with a multitude of 
stations coming in in the last four or five years, one 
man favourably located, who has possibly had an enor- 
mous gallonage and who can work and probably does work 
on a comparatively small margin but I imagine there are 
90% of the men, Service station operators, I am refer= 
ring to particularly now, who, I am sure, have the 
very greatest difficulty, in fact they do not carry on 
on the margin they are getting. So far as Edmonton is 
concerned, I have some knowledge of other spreads, but 
so far as Hdmonton is concerned we were working on 4 
4 cent spread until recently, but today we are getting 
I think 4 and 1/l10th. I might mention I suppose here 
that so far as that is concerned Calgary I believe, I 
oo nUG quiver sure: Of that, but L believe they are 
getting 44. Other pcints are getting a little more. 
I do not know anybody that is getting any less than 
Hanonton but in view of the multitude of service 
stations which the oil companies were building, they we 
understand have been trying to peek good outlets and 
desirable locations,. they have been prone to put up 
stations around different corners- JI know in iidmonton 
particularly, take Jasper Avenue West, it is almost 
appalling to see the number of stations on neighbour- 
ing corners, ard the operators of the stations getting 


so small a return on that margin that it is quite im- 
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possible to get by. Then againe-s== 
TH CHA Lithia: Just there, what have you 
to say as to the suggestion that has been made to us 
that really you are not intended to get by on the spread 
but that you are running a garage and you make something 
out of that, and you get a profit on things on the side, 
you sell tires, gxeases, and all other things that have 
to do with automobiles, you may run a store, now that 
has been put to us, the suggestion that the industry is 
not trying to provide every retailer of gasoline with a 
Living out of the sale of gasoline? 
Well, ir. Chairman, I must say this that I think the 
Original intention in the erection of the service 
stations wa8S the sale of oil and if they are putting 
up restaurants and drive-ins and everything else, I 
think it is prima facie evidence that they cannot 
make a living on the basis on wh ch they originally 
intended 1%. So far as the tire Situgtion is con- 
cerned I believe I can say that tne average dealer, 
service station operator today, makes absolutely 
nothing out of the tire situation, but the oil sit- 
uation, hardware stores are selling bulk oil now in 
containers or the oil companies, at a price lower than 
We can Duy them at in the service stations ourselves. 
L believe if I may revert back to the fuel oil situation, 
I believe if we had a fair margin of spread we would not 
find it necessary to undertake work in what we term the. 
WHeckeend mit. Lb. me y uee that word, as distinguished 
fron the "front end" which is the gasoline vending 
equipment; I do not think that we would be quite so 


prone to take on this other work. As it is, one of the 
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14. 
troubles that we have in the trade is to keep sous 
semblance of rhyme or reason betweer prices but the 
Situation is, iir. Chairman, that some of these men 
find it so difficult to go and get by. They have 
overhead that is fixed. They therefore have to get 
whatever other work they can get in what we term the 
"hack end", that is the washing and s0 one A lot 
of that work is done. Nevertheless it is necessary 
for them to get it and as it costs money to them, al« 
though they really have no idea what it does cost 
then-=-= 

Q THE CHATHIMAN: You say it is wrong to 
have any other business associated with the business 
of selling gasoline? 

A No, I do not, Mr. Chairman. J think that works out 

well} but *L- believe if we could get a fair prices in 

the spread of gasoline that we should do business on 

a better and more ethical basis. I believe that a 

good deal of the ills we suffer from is due to that 

we are not getting encugh spread on gasoline. There- 
fore we are prone to take other work in order to get 

a revenue. 

Supposing you had a larger spread, that would mean 

more service stations and then wh:t would be the re+ 

sult? 

A So far as service stations are eoncerned,one of the 
ethics of our association has been directed towards 
trying to curtail the number of service stations. We 
have taken it up with the Government and iir. King und 


the Fuel Oil Licensing Department and we were promised 
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there would be nc other fuel oil outlets unless it was 
proved they were necessary and up until two years ag 
that held but now I believe they are granting new 
licenses in the various municipalities on the recom- 
mendation of the municipal authorities and so far as 
Kamonton is concerned we have recently taken up that 
question with the City Council and we were given to 
understand there will be no further stations erected 

in Hdmonton unless it is shown they are needed, which 
oOfneoursesd) think is quite’ fair. 

Re FRAWL AY s Let he interrupt you 
there. The most that would mean is that you understand, 
I do not know anything about it myself, but you under- 
stand the Licensing Branch of the Government is going 

to act upon the recommendations cf the municipality in 
issuing the licenses? 

No, Mr. Frawley. Originally the Government promised ug 
that they would not issue any more fuel oil licenses, 
you see, except where it was shown that they were needed. 
That was in the Statute? 

That was in the Statute and we had some correspondence 
recently with the Department, within the last four or 
five months, concerning stations going up in Edmonton 
and I had a reply from the Department telling me that, 
I will not go into the details of it, but that they had 
left the matter up to the City of Edmonton and that 
therefore I would have to apply to the City because the 
Government will not issue Licenses unless the appli- 
cant provider « License from the City. 


That is what I mean, there is no question of the De- 
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partment abandoning its whole licensing system? 

No. 

But they will act upcn the recommendations of the City? 
Yese 

DO you understand? 

Yes, and there is one other thing I might mention if I 
May, ire Chairman, and that is the merchandising method 
which we are objecting to as an association, and that 

is the commercial account. They have always been a 

bone of contention to us, due to, I suppose, a certain 
amount of zeal in finding markets for the products, which 
we cannot blame the oil companies for, we have pumns put 
everywhere, laundries, bakeries, everywhere and at least 
some are supplied with fuel oil at a rate I believe of 

1 cent lower tham we pay, or 1 cent higher than we pey. 
Nite FRAWLEY: What is that, they get it? 
L cent higher. 

They pay what? 

The tank waggon price I believe they pay and we pay the 
tank waggon less l. 

They pay the tank waggun less 1, the same as you pay? 
Oh, do they, well there is a question, Mr. Chairman, 
which we feel~--< 

THE CHAIRIJAN: It is worse than you 
thought? 

It is worse than I thought, but there is business, Nir. 
Chairman, if I may say so, we feel that the men in the 
trade that have got the investments should be entitled 
to some protection and we hope oo this Commission in 
their repcrt will take into consideration that part- 
icular matter. We feel it is business which the man 


in the trade have a right to expect. 
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4s I say it hes been a contention with us, has this 
wholesaling. we have as a matter of fact epproached 
the Government to try end establish wholes-lg end 


retail regulations of business and we consider a reteéil- 


F3 


er e men who carriszse a reasonaole stock for resale and 
gives competitive service and possess, 5 competitive equip- 
ment with other men in his line. 

THE CH/IRM/N: Is your Asscciation not 
strong enough to sey to cther perts of the Industry -- 
We have not proved strong enough but we hope to. We 


feel it fair thet some consideration like thet should 


ia) 


be given us. 

MR. FRAWLSY: Dealing with these 

consumer eccounts does your Association not have to 

meet that situation by giving lower prices at the 

service station? 

No. £ do not think so Mr. Frewley. we do not. You see 

we could not if as you tell me they are paying exactly 

the same prices thet we ere. We could not very well. 
After all the service stetion man will pay our rental 

in some form or other, 

Perheps you do not understend me. The launary Company 

as you sey has the cheice of going to the Imp2riel Oil 
Compeny end buying some dispensing equipment and getting 
the 100% tank wegon price. The other elternetive is to 

go te one of your associetion members and meke an arrange- 
ment with him to give him something not quite as good as 
the Imperiel would give him but something a little more 
snd he woulu not heve to meke an investment in the equip- 
ment, 

IT heve2 not heerd of that being done and incidentelly I do 


not feel it would be possible to do it. 
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Q You speak about the desirability of further margins 
or a bigger retail margin. Is that not something 
entirely in the hands of the reteilers or is it some- 
thing you think you have been held down to by the 
Supplying oil companiss, 

A We maintain it entirely as a function of the oil com- 
panies, The category of our mein seryice stations 

down thore are icssees ‘and they ere paying quite often 


l¢ a gallon. 


Pw 
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A In many cases but I de not see where the oil compamy 


gets back all their investment, locking et some of 


=e 


hese stations and Knowing the gallonage of some of 
these stations, I do not see where i¢ per gallon is 
reimbursing the oil company, They have to make it up 
no gouoe—~in volume. 

2 ii jomsy intorsupt you. WG, veve oe Lot of avidenec 
about thet. They regard thet as a marketing expense, 
They do not collect es much from The station as they 
DUG intG 1% in taxes end rent. But they sey to this 
Commission at the moment thet is a merketinge expense. 
Now I am talking about something else. Should that 
mergin in your opinion be determined by the supplying 
company, I mean the Impsriel Oil, The British American 
Or Phos6 Gompanies’? 

A IT do not ses very much cen be done Mr. Frewley, unless 
it was done by oy orient authority, Which I think my~ 
self would probebly be best. I do not see unlees the 
Covernment would do it who else would do it. 

i) I juet went to say this to yous Do you think the major 
oil companies shcuid be in the retail business. They 
are not you know et all. Do you think they should be 
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You mean Trom the point of view of their own profits. 
For the good of the Industry I am thinking of more 

Wien oF their profits, For the good of the Industry. 
Would it help in other words if the Imperisel Oil Com- 
Deny GCpereted © Station or a number of stations of 

its own end determined, as they could rather scientif- 
beeity, whet there should be of a spread, or do yuu 
FHhink tThet would be in the benefit of the Industry? 

May I sey this. 1 think if things do not improve the 
oil compenies will be to the business. That is heppen- 
ing in the western States today from my informetion. 
Have you any informetion at all with respect to the 
cost of your service station members and whether they 
are making money on the sele of gasoline,or losing 
money? 

Mr. Prewlesy, 1 did think of bringing down to this 
Ceammission a bunch of figures. I have for e good 

mMeny yeers dome thet, I may tell you frankly I heve 
not Vou,  Lethankoeny case possibly with the exception 
of two instances in ZTdmonton know of enybody who is 
making any money on the vending of fuel oil out of 
Bivins, OU stect 2b, es 1 heve done, to try and eet 
accurate figures on the fuel oil end you will find of 
course that all these service stations ere engaged in 
vVerious Setivities quite irrespective of that. It is 

s problem to proportion correetly as neer as we possibly 
can thet direct charge of expense thet should go against 
the sele of Tusl ofl, I have slweys maintained - I may 
be wrong - but I have alweys maintained thet I have not 
been able to charge what I might call the direoct propor- 
tion of opereting charges agoinst the fuel oil. 


Taking the business altogether, the back end business 
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and the front end business are the service station 
ooereters in idmonton meking a living, getting by? 

Mr. Frawley my idee is this and I will take even a: 
larger territory then idmonton, I believe today in 

the latter vart of September the conditions are such 

thet if any oil company went eround end agreed to buy 

any Of its lossécs out by giving him 60% for his 4m- 
vestment ~ it is a smell investment end usually runs 
between 3400 and ;800 cesh - if they would give him 

60% of thet and let him collect his book debts he will 
gét out. In the winter, we nave a long winter here, 
and-1t is @ll loss and the tragedy is most of these 
fellows feel it to the extent that in the spring they 

ere in deus. It vekes them all-summer “to get them 

Citwe Ties Ils my Ccomsideréd opinion. 

THE CHAIRMAN ; How do you say the position 
should be remedied, leaving aside the commercial accounts 
Nowa. YOu Sey there should be greater profits to “you, 

Ow cr the public or out of the oll company? 

I do not feel myseif, Sir, that the public should be-ealled 
upon to pay thet. “1 think Lt 1S the opinion or tae pualae 
- IT know I chere it as a member of the public - thet the 
price of gasoline is alreedy too high. And then if 1 

Wey edd. colt, £ tink the discrimination in the? verious 
prices thet exist today where one city is getting more, 
considerably more in porcentage, it surely means it 
shculd be possible for some form of economy to possibly 
make a eee greater spread. 

MR. PLOTKINS : Mr. Bore, in Edmonton 

we have been told thet the oil companies do not attempt 
to’ s6t prices end if that is eo, thet is within’ the prov- 


ince of ell your members to set whatever price they see 
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fit and give them sufficient to cover the cost of 
doineobusiness ata profit, why is ‘that not done? 
WOoll sir lvaminot) aware of that. I°delieve that the 
Oil companies own their pumps and I believe they 
supply wouLey cer atvea price. IT do not know, I may 

be wrong, it would be possible we as an Association 
could go out end say thet a certain price would be 
Perr "end wer shoucd therefore sey, “Sterting Tron 

Tecay wae wrice willl be«so enj so, " but I very 

much gucstion the reaction of the oil companies, 

you must remember thst the men in the business today 
are i.6SScus. Their cepitel investment in a monetary 
sense may not be great but to them it is very serious. 
it is practvoslly thefr ell im many “ceases. 

mews are Live linood? 

Mtvvs their Llivetibeod and three or tour or five bundred 
Ao0liare toe them is a very bie thing. They are putting 
in veryuvery Long hours, much too lone in my opinion. 
h-aO NOt iiink wtowowld be a Tsasible and 1 do not 
think 20 is possible ‘end I do not think it would De 
right thet a Trade Associstion or any group of men 
should e@c eround snd set retail prices. 1 think: from 
the. etipince of ihe public 1% would 08 6 Very cwkwerd 
thine to explain to the public, for 2 DUneh of reteit- 
ers to set prices, It would be a combine. 

Why could not each individual set the price the same 
as any other business. Why should it be en Association 
OF Sroup 


Well I do not know but it seems to me the man who sets 


the lowest price would get the most of the busimss. 


You told us et the outstart of your submission that 
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certain stitions wore much morc fevorably located and 
could sell more and could therefore have a lower cost? 
Yee, 

Now you have noticed in other lines of business thet 
big department stores or any other group of businessés 
well situated, because of their volume actually do 
give better prices and that that does not of necessity 
fores out everybody Gise in the business. Why would 
not thet apply to the oil business the same ss any 
other business? 

f do not know. _I[t is rather e difficult question as 
fer 26e.7he C1} Dusiness is concerned. There is no 
quéstion thet of course the biggsr turnover you get 
your expenses are lower. But I do not quite see your 
argument. 

Here is whet I want to say to you. There is no reason 
why anyone, we will take a given number of your &ssoc- 
lation with a good business on a main street,on Jasper 
Avenue, well lLoceted in idmonton, there is no reason 
under present conditions why he could not set his own 
retail priee. There is no law stopping him is there? 
IT am not aware of one but I think myself he would be 
Very tocltsn to do s® Under the set up. You see, most 
of the men engaged in the business, there ure fow indep- 
endent men left. They are practically all going out 
and I think probably wisely that when you ere in the 
position of a lessee I do not think it would be exped- 
jent for, them, If i was @ men in the. trade I do not 
Thenk tf would do at. 

Is your Associetion composed mostly of lessees of oil 
companies? 


Oh yes. 
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We will teke another cless. You heve some in your 
Association thet own their own premises? 

I have a gentleman accompanying me from idmonton 

today who happens to be in that category. 

He is hsre today? 

Yeo. 

Then I will queetion him. There is anothsr aspect 

you asked the Commission to take into consideration 

and recommend that the Government go about setting 
prices. Am I right in thet? 

{ believe that the Government has the authority and 
that would be best. That was my view. 

Is it your own Opinion thet the Government is competent 
to weigh all mstters and to do justice to svery one 
without imposing injustice on some of them? 

Well, lf co no; apow, To really cdo not Know but Lf think 
the Government should be competent to do thet, as 

well es enybody surely. 

When it comes tc private matters of trade? 

I see no reason why not. 

Then what you are esking is for the Government to kill 
opportunities for the younger generation, amongst 
others; for to kill cpportunities for all other people 
thet are not now in a position or who are not now in 
the oil business in a retail wey and to fix a static 
CUCL tiOn, wo eave pravileges. tO ones thet ere-in the 
business at the present time and to guerantes them a 
prolit irrespective of their conditions or their loc- 
ation or their volume or their ebility or their cour- 
age in getting up and ettending to thines? 

Well of course I wes just wondering what the opportunities 
are. After saying what I have this morning I think you 


will oather T dan not consider the onnortunities ars verv 
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great. 

You Teel thet conditions are so bad at the present 

a6 ah ihc Mee 

I think the conditions are horrible and I do not 
know thet I would wish to raise my children in that 
end of the business myself. 

Is thers anything to stop any one of your lessees 
from going into business under his own neme and with 
his OW equipment and his own premises? 

Veli Gnink “so hr, Ploikine? The type cil man who 
Su gesece 10 Tie SuUsIneSss Us Occupying the premises 
admittedly with a greet capitel investment, much more 
quien me Ssven-individuel could fet. I think that is 
ONS Peeasog eng Would pronmiolitveany ordinery type 


Of men We Weve Trom soiling ino nis own business, Cér- 


tainly ne 2ets premises With ao @reater capital value 
than he wohld get himself, 

Thank. you, very much. 

Me. COMMIPSION GRULEPSATT s Have you anything to say 


Sat @li-an Commsculon With tis’ complaint thet the rétaii= 
er nas mot @ sufficient spread, Have you enything at all 
to say as to the effect of reducing the number of outlets 
oy presen. dm exisvence? 

Wie ll Or course if you should. reduce the outlets undoubt- 
edly it would help but IT do not see how it is possible 
for us to reduce the outlets even if it would be desir- 
able. Undoubtedly te oll, companies have some very Line 
premises and they have heavy investments in GoHose op rene 
i6es. 1 Cannot see now it would be Teir’or even reason- 
ale GO reduce tne Tumber of outlLéete,.. If we could ‘do 
Dist or Lh whe Savuetion bac not rmeeched tae point that 


Lwnee todey cur problems would be Nery much easier, Sut 
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unfortunetely the situation is here snd’ is liable to 
remein here. I do not see how you could cut them out, 
Now you say the price to the public should not be in- 
ereesed? 

Theat if my view. I do not think it should be necessary 
1 inerease, Wie price to the public. I have no know- 
ledee Of costes, of course, 

Whet is your view as tn how this increased spread should 
be given to the retailers. 

WOll Gir, Of COlUrse there is inconsistency in the spreads 
Fight now, between whet I understand you ere giving in 
Calgary end whet we are getting in idmonton. There may 
be other places with which I am not familiar where the 
Suread Le even erester. Thet is the case, There is a 
difference of half a cent between Celgary and idmonton. 
it toet 16 eo 1 Cannot 866 any reeson why every placs 


s Caleery. if the spread is 


fa) 


should not be the same 
too low by one half cent possibly.Iit should be consistent 
at Least. 1% must be based on something. 

On that view then it has to be an increese to the public 
because if the Caleary spread - as 1 understand the 
prices from the Refineries are the same in Celgary and 
Fimonton, if you went to increase your spreau in idmonton 
it wculd heve to be pu? on the.pubdlic. 

tL ecannos ece thet Sir, <I co not know,, I do, not, know 
about costs. 1 think .we cen say that the public contends 
{hey are elready paying too high a price for gasoline and 
that the retail price is sufficiently large at this mom- 
ent in the Province where ws have facilities for the 


production of the gesoline. 
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REUBAN ALBERT PHARSON, having been 


AI er a re rr car Op Ee Rtn oN OR PE OO 


duiy sworn testified es follows: 


MR. FRAWLEY: Mr. Pearson, you live 
in Bdmonton? 

LOS 5 

You are in business there, whet is your business? 
service Station and Gerage. 

Whet is the name of your service station end garage? 
Pie Bellevue. Service. 

ber Us eye the edcréess for the record. 

70th Street end ll2th Ave. 

“Oth Street and ileth Avenue in the City of Edmonton 
That is right. 

THE CHATRMAN: Did you say yesterday 
something to the effect that when you are through with 


these witnesses you are through for this week? 


MR. FRAWLEY: Yes. 
Ae CHATRMAN : It will make some differ- 


enee becsues we Will sit a Little later if nead be. 


MR. FRAWLAY: That is the situation. 
THE CHATRM ON: when you finish this 


witness you will have no more witnesses until next 


‘ 


Mond ay? 
MR. FRAWLSY:; That 16571 eho, 


, 


Mr. Peerson, thet is in the east end of tdmonton? 

In a@ residental district. 

In a residential district and your Service station is the 
Bellevue Service Station? 

Thet 1s right. 


What Kind of gesoline do you sell? 
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We Sei) Jexeco Fire Chief and Ethyl, 


The Texas Compeny'’s Sthyl 
gasoline end whose third grade 


The Bell Distributing Company. 


Whet prics do you pay? Just exclude taxes in all instances 


Me, Pearson. Whet price do you pay for your Ethyl -esolim; 


20,09 TOS : 
AU. 3g 

THE CHALRMAN: 
MR. FRAWL&Y: 


Dey Chter. 


is the posted tenk wagon price at #dmonton. 


tank Wagon price Or the Texas 


Lees igs You understand thet 
Yes, 
What do you pay for your Fire 


vette Less Id. 
19.4¢ less ld. There again is 
Yes. 

You tell me thet you 
gasoline? 


Tet LS bPuex~ 


And for what you get from the 


and the Texas Companys Standard 


gesoline? 


ie (or oky aChiere 


tS ©£0r Sey Chier. 


Texas companys Hthyl? I suggest to you that 


Compeny for thet matter 


GO De So? 


Chief gasoline? 


the 100% price? 


sell Bell Company's third structure 


Bell Company may I suggest 


thet you pay to the Bell Company 15.99 less 1g? 


MR. HARVEY: 
te Leno. 
MR. FRAVIEY: 

Loreus 26 ttoas, hard 
the posted price? 
Whet did you suggest? 


™het is Bell Distributors 


v 


Yee. Bell Distributors: 


structure price to compare it with 


The imperaed. 
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A We have been paying the Bell Company LOU 4 

Q You have been paying the Bell Company 16¢ 

A Yes. 

Q Wee that lo.v¢ or l6¢? 

A No 16¢. Since the chenge in the price we heve dis- 
cussed this matter with gome of the oil companys and 
they have promised to rectify it but to date our in- 
voices are eli 16d. 

8) Waat would be the rectification? 

A 1 end” 1/10¢. 

2 Sede? 

A Yes 

QO Thet is the posted tank wagon. How about your l¢ 
GCiscount., 

A Well We ere paying 16¢ at the present time.. We asked 
them for 1,1l¢ and that would be 14.9¢. 

2 To give you the 100% dealer price on that Bell product? 

A Yes that is right, 

Q You say you are not getting it now? Can you eive any 
acsurence to the Commission that you are going to get 
thet? 

ee . Well we gave them tne alternetive of giving us that or 


-we woulda buy it where we could get thet price. 

THE CHAIRMAN: Just while we are there. 
You are speaking of : case where a man is buying ones 
part of his requirements, reteil requirements from one 
Refiner and snother pert from another Refiner. 

MR. FRAWLTY: Yes, 

MR. HARVEY: . Not enother refiner. The 
Bell Distributors from whom I think Mr. Peerson buys 
has no connection with the Bell Refining Company. Thet 


is @ different organization, 
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MR. FRAWL 3Y: axcept that they do not 
sell e drop of anything in the world except what they 
buy from the Bell Compeny and which the Bell Company 
buys from the B.A. They ere a seperate entity but they 
are distributors of the Bell Company. 

THE CHELTIRMSN : Whetever they may be they 


are not the Texes Company. 


ar 


MR. FRAWLEY: NO. 
THE CHALRMAN: Whet Il want to know is 


do you cell a person a 100% dealer, an undivided dealer 
when he is buying pert of his product from one company 
and part from another company? 

MR. PRAWLSY; thet was the very reason 
IT was esking these questions end I want to bring out 
the very point you suggest. 

I sugeést to you it is obvious thet you are gstting 
from the Texas Compeny ~ never mind the Bell Company 
at the moment - you ere getting from the Texas Company 
the 100% dealer price? 

These ere the prives thet we buy et. 

Looking at the posted prices I put it TS you you are 


getting the 100% dealer price? 


You ere not a 100% Texas dealer. That mey be sone tuning 


Tae bee Texes Company to explain or talk about. Anyway 


thet is e Tact. As fer es, the Bell Company is concerned 


(he) CHL RAN ¢ The witness is nodding his 
head and we cannot get thet on the record. Is that e fact? 
Theat we are buying it set these prices, whether it is the 
100% price or not I do not know. It is 4¢ below the market 


price. 
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MR. FRAWLEY: 4¢ below the retail 
price? 

A Yess 

Q 1 ef Hot contsrnéed about the retail price now; béLloers 
we get into that. You do not get the posted tank wegon 
prices. You never saw these posted tank wagon prices? 

A Wo we buy at the standard price. 

Q po you know there is such a thing as l¢ off the posted 
tank wagon price given to the 100% dealer. You know 
about that surely? 

A Well not definitely. 

2 Pernepe there 16 no such thing, and it is just a mythe 
That is why I am asking you about it so much. Is there 
such a thing as €@ man, a dealer; 4a retailer of gasoline 
in this province paying more then the posted tank wagon 
Less Yd. Do you know of any at all that are paying 
that? 

A Nee Go HOG 

2) i *sugsest to yOu Tight now in this interval you are 
paying the Bell Compeny l¢ more than the posted tank 
wagon less l¢? 

A Since the chenge in price took. place.. 

Q Well be thet as it may. Yes JI think that is right, since 
that change in price took place. You have never had 
net other price Pon vhs Texas Company? 

A No... 

2 When they invoice you do they show you for Fire Chief 
L9,4¢ lese L¢? 

A Yes. 

2 Well there you are... You did not stop to ex lore whet 


the 19.4¢ was? 


A No I did not.. 
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MR. NOLAN: It was the less 1¢ he 
did nov explore, 

MR, FRAWLEY: You ere paying 18.4¢? 

it ie the net price PT am interested in. 

Yeu aid vot realive what jl suggest to you is the fact 
that the posted tank wagon price on Standard gasoline 
in emotvon 4a Lees You Wid nopvex plore hat st etl? 
No. 

Now Mr. Pearson dc you meke any money or lose money 

Or break even on your operations 4s a@ service station 
operator? 

BS a Service station; thet is taking the gas; of]; and 
AGCeseOr ics Wo Lose money every year, 

But you co kKéen Tloating do you and by-virtue of what 
: 


do you keep floating 


We Wave Ee good Tepair shop and Very welt qualified 


mechenics and wé do 4 big business in that, which gives 


Of Gite te 


@) 


Us 2 Tevelue end we Operes 
Jie, Ls your eellonage so that we will have some idea 
OL Vou si Ze7 

Roughly fifty thousand. 

Roughly fifty thousanc a year of all three grades? 
Yes 

Have you ever tried to make a segregation in your own 
mind Of teh party of your business to ses how much 
money you would be losing if anything? 

We have an eudited report each year, from an auditor 


S20 Six monihs; which shows our business, profit and 


OQ 


Loses or vie Sil non wien En that we heave gas; O1hs 
grease, accessories, labor and all the different 

departments and the profit from them. For instance 
tere Lest year; L936, our eross profit, for gasjoil, 


grease and accessories was »2800 and take out of 
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thet your taxes end your rent, you might consider 

the rent lg a gallon and thet won't really cover it 
but thet is whet the oil companies in their own 
stations bake, and the wages for two men to operete 
that, and the expenses attributable to the front end 
end you operate in the red, without anything for sup- 
6ervision, And two men could not operate a station 
like that with the minimum wages and the hours we 

Keop Open. 

You are losing money as far as operating the gasoline 
business is concerned? 
Yes. 
AoW lone have you been in this business? 

oN raleg oun ho Ree" 
Why are you in thet position? You would like to make 
money on that department as well as your repair shop? 
Theat is quite true. 
WHat is your Opinion of the reason for this situation? 
There are two causes really attributed to thet. One 
is the commercial accounts, which we get the repair 
work from but we do not sell gasoline to, and the 
other is because of the spread in the gasuline, 

Let us take them one at a time. would you say the 
commerciel accounts as practiced is an evil one as far 
as the retail dealer is concerned? 

That is true. 
You are able to get the commercial account for his 
repair business but he gives you the go by on his gaso- 
line; Why does he do that? 

He can buy gasoline at the same price we can buy. 


He has some expenses of course involved? First in the 
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Pearson 


purchase of dispensing equipment secondly in the dis- 
pensing itself. Is thet an important thing? 

He has some expense in mnnection with it as far as 
shrinkage goes but I imagine he tekes cere of that: 

We have ommercial accounts who tell us that they do 
not pay for a pump, the pump is put in and they jus% 
use it. 

If thet is so it is certainly a very advantageous pos- 
ition for a commercial consumer account who do business 
with the oil companies, the suppliers rather then with 
VOu? 

CanGasniy.s) Shr they come to as and ask us for @ cut in 
gasoline we cannot sell it to them for what they buy 
Ro 2 Os 

Your price is the 100% price? 

Vee. 

How muth more are they willing to pay you to transfer 
the business to you from the wholesalers? 

I cannot say. 

Have you been able to est any commerciel consumer ac- 
eounts in any way by giving them a dismunt or other-= 
wise? 

No we have not tried as a matter of fact, 

po you maintain one price entirely at your station? 

We do, 

Would you sell your Fire Chief gasoline or your third 
structure or any of your easo lines at the same price 
to the casual motorist that you may never see again 

as you woulda to the regular customer who would come in 
with his trucks? 

Yes no difference whatever. 

Do you have a large customer who comes regularly? 


Yes we have a lot of credit accounts, 40 day accounts, 
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In our district we have a lot of 100% eccounts. 


a) Are they sizeable gallonage? 

A Yes. We have some who have a large gallonage. 

Q And they pay you the regular going service station 
reteil price thet the on; stop motorist pays? 

A east 

Mine PLOTKIN: He gives credit. 
Wag © MAW it is suggested thet 
the concession thet you are giving them right there 
is the credit that you give them but you give thet 
seme credit to the person who =- 

A Well no. 

Q is "your eredit restricted to people who come to you 
exclusively? 

£ VWor°Lrr fs neu. Cur credit is Testricted to their rating 
as far as we can determine it. 

Q Would you give credit to the man who might want to 
USS your Ststton eS 2 convenience and may be only 20 
im wwo Or lores’ times "ae month if his rating was good? 
would you give him credit? 

A it Ne *pard Bis*eccount et the end of the month: 

Q You would not be concerned with how much or how 
little he bought. Now whet is your’ experience with 
régerd to losses? 

A eto eee yee edo nae know what percentage 
4% would run to but it would probably average $10 
€a month enyway. 

4) Well the percentage must be pretty low? 

A It would be e low percentegsé. 

Q In any event whether it is high or low it is not suf- 


ficLentiy high to in@uce in you the feeling that you 


should go on a cash besis? 
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A If we went on a cash basis we would lose 50% of our 
business. 

2 You are cherging in Hdmonton a 4¢ spread? 

£ 13'S 

Q Over the price you pay? 

A Yes. 

a Tnat is not @ price which is fixed by the oil supplying 
compeny is it? 

A Yes they tell us what to sell it at. 

S If you decided to cut the price of your gasoline <¢ 


tomorrow, if you chose in your own wisdom, whether it 
would be Wisdom or Tolly, but if you thought you could 


do business on 8 2¢ spread tomorrow what would happen 


you? 

A We eould not buy eny more gas. 

a] You are, saying that seriously? You feel and you want 
tHe COMMmission to teke es far es you are concerned, 
to take thet as a fact that you would be cut off your 
supply of gasoline if you endeavored to marrow the 
spread? 

A Surely, we could not do it anyway as far as the business 
is concerned. we could not carry on business and do 
that. Except it would increase your gallonege tremend- 
ously if you advertised it. 

2 If you advertised it you think you could increase the 
gallonage? 

£ Ces Wi et OU G S SOUT: Ts 

Q But you think your costs would run up in comparison 
and you would not be any better off et the end of the 
veer. Surely not, 

£ A service ststion of our size with the personnel we now 


have we could hendle one hundred thousand gallons just 
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the same as we handle fifty thousand, 

2 And if you cut your spread tomorrow to 2¢ or 2%¢ there 
is a possibility you might run your gallonage up to 
one hundred thousand. 

A i believe the, yes. However, it would not be good. 
business to do thet. 


You would not be any better off selling one hundred 


ee. 


thousand et e¢ then fifty thousend et 4¢? 

A We would be better of f finencially but it would csuse 

a Tio in uhe. Uity immediately, 

And you think the mejor oil companies would have some- 

thing to say about thet? 

A Definitely. 

® They heve stated to this Commission thet they remain 
entirely -on-~ths side lines in connection with the reteil 
mergin, thet you people make your own margins. You meke 
them big or little as you 1D your wisdom think you should 
make it and they deliver in tank wagons and collect their 
money. What do you say about that? 

A We hed a phone call some time ago, I do not know where 

it originated but this man called us end asked us if we 

were Living up to the price and what we were selling at. 

Wes thet one of: the oil companys? 

A I cannot tell you who. 

Q They called you on the telephone end what did they ¢e&ll 


you about? 


_ 


They were esking the price at which we sold and they 
said, "Ls 11 correct you are selling it for so-aad so?” 
Pectin. Noy het LE Vjust one instances, 

Q Someone wes interested in the price you were selling 
lubricating oils et. But I am concerned with whethe 


or not the oil companys ere, in your experience - now 


#1 
ae cBiraDiNg DS yrs sins oy, As 


st ee 
s 


ext? yd to ¥ av worwanad, tay qe aun a0, ck oe Lp 


“e Oh wAAITL Hp THOY aot THD effty, ott zaaabeg. ot on - 
+ barmaid heraud yeva 


- 


) } af For Biyaw vg? 7: Vega an v itd ove fed ry ov o 


bi) o8 anétriane - 


4 


' oe elilisee Yio cried’ une ‘bo Tes biuuy vay 
? te al ridv wah Pa) Gapteaon? os 
© fer 9 
i Aj Bh i , ' ’ : ed tof in 6 “he 


od go] fait @ 
atau wtouk |  Jdtet goog Dak f 


ae 7 watt oi3* hy 
i iy, 


te atiee) ae 


hme \ jud? aviesss i * ova yesT ££ 
¢ » ’ - 
en - Ter i gt if bal 4 Veqsiee 
bee | ita { ii ee 18 : "Gg : . * Mi 7 hiyene 
DLE 2 dst poba! my OS y oe mi eer, 
tot j« rw «lw » Ps ’ 2s- ¥ | hig bate ‘ii eam 
; i : ‘ p 7 : <yorom 


Stow sound dou vb ft 2 eryP Sines Diag enang 4 tot oy 
é* 1 % |) iv CSS aw at +/ er 2 Ts a ee be it - iasantyhrio ee 

ef® Qatlive sien 4 \ cod ine patsy. sot ge | 
; i ' 5 . au ete a ‘ ay, 


i . i a 


TAA QMO “£16 2-16 ofR ee? hd 
9 4. *2 y aa oo 

ce wr! ifs 

270 GED OLN Patty bis eencge-th a ec? ira videe 


- ie | bate 


‘oa ve naked on dint gana — Z 7 ar 


ae 7 


ectic 


7 a 2 
i. Je 


a pad" 
- 


- ZY Ss 
Chaar) art. 


a1 


Rk, 


~13 ,669- 


I am not charging them with bad faith at all in any 
of their submissions to this Commission - but as far 
as you ere concerned do the oil companys interest 
themselves in your margin? 

Taey set the price for us. If the price changes they 
tell us what the reteil price is. 

They tell you whet the retsil price is? 

Yes. If the price changes any, because they phone us up 
end tell us whet the retail price is. 

Thet 1s the Texas Company in your case, because they 
ars your suppilisrs: 

wnc tne Bell Distributing Compeny. 

MR. NOLAN: Not the Imperial. 


Wee PRAW Lay: Not the Imperisl Company? 


Did you ever sell Imperial gasoline? 


No I never have. A lot of members of our Agsocistion dao 


though. wWe know something about it. 

THE CHAIRM/N: What ebout your Bell Dist- 
rIbutine? 

MR. FREWLAY: He said the Bell Distribut- 


ing too notify them. 

Piey MOvlily Yesol ely change in price, they noviiy us 
immedietely. 

THE CHAT RMAN: when you say any change in 
price do you mean the retail price? 

Yes that is the price they give ué, the retail price, 
MR. FRAWLGY: Thas was the point. The 
Witness seid they would notify him of the new retail 
price. 

Me. COMMISSIONS R LIPSETTs Is that only because there 


is a chenge in the companys prices at the same time? 
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Pearson 
Yes there is always a change in the companys prices . 
There is no change in the reteil prices apart from 


the compenys prices. 


(Continued on page 13,671-) 
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THE CHAIRMAN: They are not really 

fixing the retail price. They are gaying, "ve are 
selling you gasoline at a cortain price today. after 
Monday next we can only sell it to you at another price.", 


and then he just keeps the same spread right through. 


MRe FRAWLEY: Let us be altogether clear 
oor Lens 
THE CHAIRMAN: It contains the submission 


that they do not care what the ratailer does. 

MR. FRAWLEY: Let us be clear about this. 

I understand you to say you do not pay the retail price? 
NO o 

You pay tank wagon price? 

Yess 

Obviously you are notified when there is a change in that 
price? 

Yess 

Because your invoices show you? 

They supply us with a esrd,, the retail price, every time 
they change. 

I take it that you are advised of the rets,il price by the 
supplying oil company? 

YeSe 

And when there is a change they advise you cof the new retail 
price? 

They bring us a card with the prices printed on it. 

THs CHALRMAN: They send you a ecard, that is 
all right, but have they ever said to you, "You cannot sell 
for any less"? 

No, they have not come and said wo cannot sell for any less, 


definitely told us that. 
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Q You are just apprehensive that if you did you would get 
into trouble? 

A I know it has been tried. 

Q MR. FRALEY: You say you know, it is just 


fear on your part? 


vi) YES o 

Q Bus I am interested in following that up, can you point 
to anything, - because this Commission must have cvidence 
to come to conelusions on, - and I would like to bring 


that before you, what have you got to substantiate this 
fear, because you sce they havo told ue, Mr. Pearson, that 
they are not concerned with retail prices. They state, 
they used to be in the retail business but they went out 

of it and they are leaving that to you now. That is the 
evidences so far and obviously it will be accepted, but I 
am very much intorested in correcting that if that is not 
So, and I want your evidence about that. Now have you 
any ground for thinking, seriously thinking that if you 

Cut. tie spread in the City of Edmoiiton today in your 
station to 2 cents that your sVepitor would do something 
about it? 

MR. MACLEOD: Mr. Frawley, that is all a 
matter of record. Their relations are fixed by contract, 
whieh is an Bxhibit before this Inquiry and I do not think 
there is anything there which gives the supplying company 
the right to fix the retail price. 

MR. FRAWLBY: Oh, I know, I know. 

THE CHAIRMAN: But he has made the statement 
how that he is apprehensive that something would h:ppcn to 
him if he lowered the retail prico sent out by the company. 


Now vhat are the ground of your belief? 
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A 


Well I have not any proof that they would really, that thoy 
would not sell it to me oxecpt there is an understanding 
when you start to buy gas from the Ration tee you are to sell 
it at that price and they supply you with a card to put on 
the pump and every time the price changes we get a new 


card, there is nothing on the card to show what the wholesale 


price is. 
THE CHAIRMAN: Will you be long, Mr. Frawley? 
MRe FRAWLEY: I will not be very long but 


this is about the only retailer I propose to bring before 

the Commission. 

THE CHAIRMAN: The questicn is here, his 
evidence is of little value on this point. He is apprehensive 
and that is all. Perhaps he has gocd grounds for being 
apprehensive but that is all he knows, is that he foars 
rather than knows. 

MAJOR LIPSHTT: That would bo a simple matter 

to prove and I have no doubt Mr. Macleod is prepared to 


admit that cards are supplied. 


MR, MACLEOD: I think probably they aro. 
MAJOR LIPSETT: As a convenience to the retailer 
MR. MACLEOD: . Ss I understand, there is no 


control. Maturally if this man jumped his price to 41.00 

4 gallon we would not bother to continuc to supply him 
because he could not sel”. it. We would caneel our contract 
With him and that is probably what would happen in the 
ordinary way, but while he sells our gas, I do not find 

any legal right under the Exhibit before you nee ie *the 
Pigue to owh bin whet bo must sell it ate 

MAJOR LIPSET?: Would you say, Mre Macleod, 


that if he cuts the spread to 2 cents, that the company 


Pet 
rant 
we 

a 


< 


Sez 


te is < ts 


= tom 
ie tel 2 
0 
ase zi = 
ats 
# 
' oe 
’ ae ie 
, = 
pies ay 


2 Sine 
ie = oe) 
-3 “ 

e are ? 
r 
4 ot 
at ot 
‘ » ok a 
- ia 


2 


pone 


o 
a 


2 


fae 
. 

oe 

Aion 


wey 

- reat 
st JS 

. 


ioe 


C-3 
4 

- 15,674 - 
R. Ao Pearson 


would not supply the gas, that is his fear. 

MR. MACLEOD: if I ebay say what would 
happen. We have not any legal right to do anything 

except to cancel the contract for any number of reasons 
that we might want to and I presume, - and it is only a 
presumption, - that if he sither cuts the price or 
inereases tho spread so as to make it physically impussible 
to gest rid of it, that the company might do something. 

MR. FRAWLEY: I do not know, Mr. Chairman. 
I said this was the only retailer that I proposed to bring 
but perhaps I should bring a retniler Pron the city of 
Calgary who cut his price a couple of years ago, to 4 cents. 
I do not know whether I should bother b~inging him or not. 
That is the only instance in my mind where there really was 
an interest shown by the supplying company in whet this 

Man was doing. 

THE OCHaAal RMA i: The evidences tefore us right 
now is conclusively the one way, that they do not interfere 


with the rotailers. 


MR-e FRAWLEY: Surely. 
Q MR. FRA/LEY: Now, Mr. Pearson, you have 


come all the way from Edmonton, is there anything elso now 
that you desire to Says fT would like to give you every 
opportunity to say everything you would like to say in 
reference to the retailer. 

L No, observing, as a member of the automobile association, 
we aro associated with a Iot of smell company-owned stations, 
not necessarily company owned, but small stations --- 

G By the way you own your own premises? 


A Yes, and we find that they changes hands very, very often. 
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We set up @ membership showing all the names and before 

long they are all changed, not all, but a large percentage 
of the smaller stations chango. Since 1932 one station 
has changed at least 8 times in that time an! we find 

that a young man with a couple of hundred dollars starts 

in to operate, there is one case, a coal man, who started 

a service station. What happens is they come in there and 
want to operate a service station and then when they get 
started they do not sell enough gasolino to pay their own 
living expenses so they have to rosort to something else. 
Well they como in with a car, the customor, and the customer 
Says something is wrong with the car. "Well we will fix 
your car for so much". He is cutting the price on labor 

on the work, th:t is done to this customer and when the 
noxt customer comes in and stops tc got gas at the sorviee 
station, he comes to the front with his hands all dirty 
from working on this car, which is bad for his gasoline 
business, and on the other hand it is bad fur the automobile 
trade because he is eutting prices on the work and in any 
case he is doing work that should only be done by a qualified 
mechanie but he has to do it beenuse he is not getting 
enough from the gésoline. 

I understand. Now the service station operator boing 
there at all, he has to resort to these cut-throat practices 
in his back ond and that takos businoss away from you? 

It does. 

And others in the same lien of business? 

Yos. 

And if he were not there at all, if the oil company had 
allowed that station to fold up, that would have been just 


one less of those unfair competitors? 
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I would not say that, I would not say the oil company should 
close the station. If.the man was getting enough in tho 
front end of the station, that he is there for, he would not 
have to go into these other practices, usually. 

I understand that. Now is there anything else you vould 
like to bring to the attention of the Commission? 

I think, if there is to be a different price to the operator, 
there should not be a price to these people with only one 
truck or something Like that, where they have to operate as 
a commercial accvunt, if there is going to be a better price 
to them, I think it would be quite well to put that price to 
the service station, because thore 18 so much work involved 
that you do not get paid for and if there is to be any cut 
price to the commere‘tnl accounts it should be done through 
the servico stations themselves. 

Tell me this, do you know of cases where the oil company is 
giving a commercial consumer a price to a man who has a very 


small gallonege. you spoke about one truck? 


iL know a man whe has a tank in his backyard who has only one 


trucke 
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Now, you say he is a commercial consumer account, I take it? 
He 18 a consumer account. I -do not know what his address 
is because 2 do mot know. 

Who is he? 

His name is Cooper. We do all his work on his car and he 
buys te odd gallon of eas from us when he is out. 

What is his business? 

Truck service from Edmonton. 

Truck service? 

Ves". 

He mas 2 pump, and what. kind of a pump is it? 

I do not know. 

What company? 

I do not know. 

He, uoes- net-pbuy From you? 

Very Livsie, just une ‘odd gallon. 

Now, what I ‘am interested in is this, do you know what 
VOLIMe TeSuriGulon was darge oll companies place upon 
Commercial consumer accounts before they will give him a 
pricey 

No, 2 do. not know. 

(iat Loewe eelaing Ol bie PUBLIC you Serve, thas vou de 
business with, with rope 10 Ue OFLeS Of. easoline, 

Mievy are wore Or lees Under the impression that gasoline 
is too high. They base most of that, I presume, on the 
Lact what they take a trip down in the States and in certain 
Deceee Woe ymoey 16 end 17 cents Tor a (eallon, and up here 
Suey spay eo Geis and 40 GSnhts, Gnd Ll think’ that is the 


basis of comparison mainly. (RELY (er oumeni. 23," We Raye ei 


(ie Saco line iin AINerta and we pay aimost the top price Tor it." 
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Ra As Pearson. 
You mean the complaint is made by the travelling public 
that we have everything here to make gasoline with in the 
vrovince? | 
ne ss 
They point.that out to you in talking about the price? 
Yes, that is true. 
DMO woes 21), eas far as I am concerned. ia there 
anything else that occurs to you that you would like to deal 
with befcre you go away? 
Regard@nev the: spread on gasoline, the question that you asked 
about TromiMr, Bore, and he thought the price should not be 
Boke wOuUGwor: the public for arise in wasoline.)) 1 understand 
that the majority cf distributors work on a minimum of 3 
cents a pallon. 
Wholesale distributors? 
Wholesale distributors, yes, a minimum of 3 cents a gallon, 
whereas they work on a cash basis in most cases, a cash 
delivery basis. With the volume of gasoline they handle 
treir shrinkage would be much less than the service station 
operators. The service station operator takes a chann? on 
credit and he pumps up tires and washes wind-shields and 
buys chamois, and the general expense in connection with 
DtY awa jh Seyorks ‘on 1 ent more. I do not think the 
comparison is fair between the wholesale and the retail. 
You Weuld like bo see ia ieee Spread without any increase 
in the retail price? 
TMietNLSs Mieae I think the man who wholesales gasoline 
gets ymore (for te adtintesd trouble and expense involved 
and the risk of operating a wholesale business than the 
retail man who sells Dipateaycents vs ithennthere, is, anether 
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around as a member of this association we naar complaints, 


especially with the smaller oil companies, where the 


inference /is that the price is not maintained, the retail price. 


So that the Commission will understand, when you refer to a 
wholesale distributor you mean the supply companies other than 
reviners 7 

That .is right. 

The North Star, Union, Canadian and so on. Is there anything 
else you want to say? 

HOS v6 not Gia ne so. 

THES CHATRMAN: Any questions? 

MR. PLOTKINS: I would like to ask Mr. Pearson 
his views about Government control. 

AS suggested by the secretary of your association, that you 
WOULD Zee TO see the Government set the price or mrgin, 
what are your views on that? 

Well, the Government sets the price to us, as to what we 

have to pay our men, and the hours we have to work them, 

or we are allowed to work them. The Government sets prices, 
Minimums Ol) prices, what you ere allowed to sell at in other 
Commodi ties ©O & ceruain extent, and’ 1 do not see where it as 
any Gilterent in setting prices as far as gasoline goes. 

They only set minimum wages so that a man can at least live? 
That is true. 

But that has very little bearing on--+- 

I may say this regarding minimum wages, if a service station 
working *or themselves and operating their own stations had 
to pay wages to themselves as to what they have to pay the 
Minwmin, vaio. ot them would notioe in basiness. A lot of 
service station operators work on much less than the minimum 


wage and especially as far as hours are concerned. I know 
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Rh. A. Pearson. 


a lot of service station operators who work “15 or’ 78 hours 

a day. 

Is. mob; the wirouble to be found in the system of leasing 

out stations under the conditions under which oil companies, 
or that OLbcompeanies create in that system of retailing 
rather than in minimum wages. I mean to a smaller gallonage? 
Well, there is very few independent stations that can operate 


and make a living on gasoline. 


(Page 13,681 follows.) 
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a 
Q, rite PLOTEKINS: No, but what I am say- 


ing, Mr. Pearson is this, if all the service stations 
that are at presently operating in Alberta, were to 

be put on a basis where they would have to pay 
minimum wages, at least minimum wages, and observe all 
the other laws, do you think they could continue to 
exist? 


A Ne, a lot of them could not. 


re) Could any percentage of them? 
A Yes, some of them do. 
Q Well why do you think that we should protect,I am 


asking your views, protect the oMes that cannot by 
getting she Government to guarantee thom a spread 
and thereby impose other conditions which may be un- 
fair to some other stations? 

A The conditions that these people, they are making, 
living up to the regulations, they are not making it 


out of the gasoline. 


Q They are not making it from the sale of gasoline? 
A No. 
Q All right, then I am asking your views, why should 


the Government or why do you suggest that the Govern- 
ment should put on a sufficiently wide spread or 
create conditions which will guarantee a profit to 
all the service stations, what are your reasons for 
asking that? 

fy I did not quite get your question. 
THis CHA TitniAN: Well he has in effect 
answered ite He says the Government interferes with 


his business by requiring hin to pay his men so much 
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money for a certain numbder of hours, why should they 
not interfere with the oil companies so that they 

will have to sell to him at a price which will permit 
him to make e certain profit, or the other alternative 
that, if they fix the price to the public, I suppose 
that he could make a reasonable profit. Well now it 
does not accomplish anything to have your different 

ph losophies and theories put forward, that is his 
reason for saying that the Government should inter- 
vene. 

Mts PLOTRINS: What you seek to arrive 
at is to have the Government to make, fix a wide 
enough spread, to give the Lowest, that is the smallest 
service stations, the one working under the greatest 
difficulties, a spread big enough to exist, and if you 
did that would it not be creating more service stations? 
Be creating more? 

Yes? 

THE CHAIRMAN: L suppose it is part of 
your scheme to see that they are limited at the same 
time . 

Well I do not think that service stations, that there 
are room for any more. 

THE CHAIRMAN: : All the good points are 
taken up already? 

Yeas 

wie PLOTTING : So you think the man that 
ig not now working at all but is on relief, and that 
wants to improve his conditions, at least his self- 


respect, get an opportunity of gting in and Starting 
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a service station of his own, you think that he should 
be prevented from doing so, evcn although he might 
want to do work and use his ingenuity to find a way to 
make himself solf-rospocting? 

A No, I do not think that he should be prevented by law 
from doing it. 

Q Then you do not believe in restricting opportun- 
ities to psople to go into service stetions? 

L There are plenty of service stations that can be 
bought choaper than they can bo built, if a man wants 
to go into the business, ks does not have to go and 
build a new service station. 

Another question, would you not agree that one man, 
taking « certain station, might not make a living 
While another man of a different type might come into 
thet samo service station and create a good living for 
himself? 

A Yes, I believe that he can for himself but not on thn 
gasoline. It is on the work which he does around. 

Q But not on the sale off gasolino? 

A Noe 
Is it contemplated in a service station that you are 
going tu pay everything strictly on the sale of 
gasoline? 


No, but the gasoline does not pay for its own end, that 


Us alls 
Q Now another question I want to ask you---~ 
THE CHALRMAN: How many more havo you, 


because if it is just one more 1t is all right but if 
there are twenty more, wo will start at 2 o'clock? 


MR. PLOTEINS: No, I do not think that is 
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MR. DPLOTKINS: In thé running of the 
sorvice station, that is the gasoline station, do 
Vou, nob Ting iy Very adazvPioult to. account for ail 
the sales, that is for all the gasoline, that you 
have bought, coming out of sales of that gasoline, 
that is accounting for all the gasoline you have 
bought? 

Oh noe There is a certain amcunt of shrinkage. 

Is there losses besides shrinkage, due to no record of 
sale on the charge slips? 


No, not in our business. Every gallon must be accounted 


for. 
MRe PLOTKINS: That is all. 
MRe NOLAN: Mro Chairman, before you 


rise, may I ask for permission to take away from tho 
Commission, 1 think two books which wore put in in the 
early stages. They were accounting manuals which wero 
produced by tho Royalitc Oil Company during the pipe- 
line Hearing. Now if they are of any further use to 
the Commission I, of course, would be very glad tr 
bring them back but for the moment they are rather 
urgently required and I wondered if, with the per- 
mission of the Commission and with the consent of my 
learned friend, Ll might be allowed at least to take 
them away for a few days.. If you remember what I am 
talking about----- 

THE CHAIRMAN: Yes, I remember well. 
MR. NOLAN: Accounting Manuels. 


THE CHA IRM, WN: Yes,. instructions as to 
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how the accounts should be made. 
MRe NOLAN: Yes, and I do need them 


for the time boing. 


THE CHAIRMAN: joy objection at all? 
Mie, BRAWLEY: NX, none at all. 
THE CHAIRMAN: Anybody see any objection, 


all right, Mr. Nolan. 
(Mr. Nolan was here given permission to remove tho two 


books markeé Exhibits "187", Volumes 1 and 2.) 


THE CHAIRMAN: 10 Will meet again thon 
on Monday? 

Pe) HRAWLE Ys Yese In connection with 
the time on Monday, I may have to make a vory briof 
appearance before the Transport Board and if they sit 
at 10:00 o'clock it might detain me for a.few minutes 
on Monday morning. 

THE CHAIRMAN: jit the moment then, we 
will say we will sit in the Court of Appeal ROOM. 
MR. FRALEY: Yes, at half past ten. 


THE CHAIRMAN: Yes, on ilonday morning. 


(The Inquiry was here adjourned tc bo resumed at 10:39 


AoM., October 2nd, 1939.) 
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MR. FRAWLAY: we have no other place 
to sit, air. Chairman. Mr. Edmanson has an application 
to make. 

MPR.e HDMANSON: my Lord, in the absence 
of Mr. Macleod, who has been looking after the in- 
terests of the Texas Company I would like to obtain, 
if I may, an adjournment until tomorrow morning. Mr. 
hiacleod had to go to Canmore yesterday afternoon and 
will not be back until this afternoon. 

MRe FPRAWLEY: Mr.- kiacleod communicated 
with me, iire Chairman, some days ago and I took it up 
with ir. Nolan and hire Harvie. They were quite in 
accord with it and also with Mr- Russell the witness 
who came from Cttawa to give evidence this morning. He 
also consents to the adjournment to be made until to- 
morrow and it will give me an oppcrtunity of discus- 
Bing some of these matters with ir. Russell before he 


goes on the stand tomorrow morning. 


THE CHALRMAN: You are content? 
Nhe fe ive DHILTH, Keds! Content. 
THE CHALRMAN: well we see no objection. 


I think if everybody is agreeable, and the witness 
Russell does not mind staying over a day, I see no 
reason why we should not grant lire #emansonbapplication 


and we will gc on then at 10:80 tomorrow morning in the 


Appeal Court Room. 


(The Inquiry was here adjourned to be resumed at 10:30 


A.M. October 3rd, 1959.) 
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Re FRAWLEY: ire Chairman, I would 
iaKkevVie rate to introduce Mr. RAT. Graham, jh. Capeor 
Swift Curzent, who is here representing the Pruvince 
of Saskatchewan in tho matter of the importations of 


orude « 


(Mr. Re Te Graham, Ke G-, Swift Current, appeared on 


behai? cf the Province of Saskatchewan. ) 


MRe FRAWOY: Now there is a matter, 

it is at this session, Mr. Chairman, that we propose 

to dsal. with finality I hope, with the matter of im- 
portations of montana crude and the ctestinn of the 
alleged violations of Dominion Regulations and for that 
purpese the Dominion Government has seen fit tec send 
Mr. Russeil of the National Revenue Derartment to 
Calgary tc give evidenee, but I think before we gall 
Mr. Russell we should,~I think we should cali Mr: 
Russell last on this questior, and before that we 
Should put in all of the cther evidence in any way 
dealing with the importations of ijontana gasoline into 
Southern Alberta, either any further evidence which 
Wre Harvic has, and I may say in addition, that Mr. 
Fairbairno, of Lethbridge is here this morning rep- 
resenting the Petroleum Fuel Users Association, which 
is a Southern Alberta Association of consumers «.nd [I 
think we should hear what Mr. Fairbairn and his 


client has to say. 


THE CHATRWAN: wre Fairbairn from where? 
MR» FRAWLEY: MixYe Fairbairn of Leth- 


bridge and he is here. 
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(ir. L. E. Fairbairn appeared on behalf of the 
Petrolicum Users Association ot Southern Alberta. ) 
THe CHA TRwAN: And who do you appear 
for again, ir. Fairbairn? 

Re FALRBAIRN: The Petroleum Users 
Association of Southern Alberta, sir. 

THE CHAIRMAN: That is an unincorpor- 


ated body I suppose? 


ME . ve LRBA TRiv: Ye Se 
THE CHA IRWAN; Consisting of whom? 
MR. FAIRBAIRN: Consists of represent- 


atives from approximately twenty districts in Southern 
Alberta, the dry area. It is a very loogorganization 
with local committees in each district and the present 
Organization, if your Lordship wishes the information, 
is W. He Gilbert of Grassy Lake as the President and 
the Secretary-Treasurer, is John Ross of Chin, Alberta, 
:nd a directorate selected from various points through- 
out Southern Alberta. Pardon me, riy Lord, it is 0. B. 


Lageiter of Chin, who is the President. Mr. Gilbert is 


the Vice-President. 


TH CHAIRMAN: O. B. Lassiter of Grassy 
Lake. 
MRe FAIRBAIR: No, my Lordy of Chin, 


Alberta, and one of the directors, iire George Anderson 
of Barnwell is present with me this morning. 

THE CHAIRMAN: Your association represents 
how many people, sire Fairbairn? 

MR. FAIRBAIRY: Virtually 200. 

THE CHA TRUMAN: Yes, Mre Fairpvairn. 

MRe FRAWLEY: Is it the idea that Mr. 
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Fairbairn should begin. 
THE CHATRwAN: I thought iir. Fairbairn 
was to speak. 
MRe FRAWLEY ; Yes. but I hai just two 

~ three ikhibits to.file and then, I think Mr. -Fair- 
bairr might commence. 
THE CHAIRMAN: Very well. 
MRe FRAWLEY; I want to file a sup- 
plementary memorandum or a memorandum supplementary to 
Exhivit "Si6" which might be numbered, whatever your 
BOrGshiO Unigks, #xnloity "OL6" is a memorsndum on the 
Texas Ccmpany of Canada prepared by Peat, marwick and 
Mitehell for the Commission accountant and this is one 
phase, 4 supplementary memorandum. 
THE CHALRMAN: A memorandum supplementary 


to what? 


MRe FRAWLEY: Supplementary to Exhibit 
i 616 MY 5 
THE CHATRM AN: That is a single Exhibit, 


HRNAVLG "616", no letters to it? 


MRe FPRAWGLEY: No, @ single Exhibit. 
THE CHAIRMAN: Then we will mar thia 


Exhibit "616" (A), so that they will go together. 


(DOCUMENT PROIUCED HERE 
MARKED AS EXHIBIT "616" (A). 


MR. FRAWLEY: Then I want to file the 
speciczivations of the products which the Texas Company 
is gelling in Alberta and importing. 

THE CHAIRMAN: There is no objection to 


the introduction of Exhibit "616" (A), Mr. Macleod? 
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MRe siACLEHOT: No, My Lord, it is part 
of the auditor's report. 

Wits BRAWLEY: Then I want to file the 
specifications of the Texas Company's products imported 
from ontana. This dccument ia really called’ "fn- 
ternational Refining Company, typical refinery shipping 
tests, Texaco Gasoline for Alberta". 


(DOCUMENT PRODUCED HERE 
MARKED AS EXHIBI® "625"). 


MRe FRAWLEY: Then I want to file the 

British American Compady's specifications dated the 13th 
of June, 1959, as supplied to me by the manager of 
refineries at Toroito. 


(DOCUMENT PRODUCED HERE 
MARKED AS EXHIBIT "626"). 


MR. FRAWLEY; Those are all of the 
Exhibits which I have to file» Now it does not matter 
to me, ire Chairman, who proceeds. stir. Harvie has some 
further evidence anc lire Fairbairn is here representing 


the consumers. It is pretty well as your Lordship 


directs. 

THE CHAIRMAN: What is your pleasure, 
gentlemen: 

MR» HARVIE: Possibly it would keep the 


continuity if we proceeded with ours first. It is just 
filling out the evidence which we gave the other day. 
THH CHALTRMAN; Very good. 

MRe HARVIE: I will call lire Bostock. 
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RUSSELL FREDERICK BOSTOCK, 
having been recalled, examined by ilir. Harvie, said: 

Q You appeared before the Commission on iiay 26th, when you 
gave evidence? 

A Yes. 

Q Mire Bostock, as you iir. Chairman will remember, is the 
representative of the British American Oil Company in the 
Lethbridge district? 

THH CHATHMAN: Yes. 


mre Bostock, you have taken a recent trip to iiontana ad 


£09 


have made some purchases of gasoline? 

a That is right . 

Q I hand you here twe invoices btotk of the Home Oil and 
Refining Company of Conred, tiontane, and both dated the 
29th of September, 1939, one addressed to H. Bishop of 
Lethbridge, Alberta, and the other to Bill Torgeson of 
Conrad, iicntanae I wish you would just look at those? 

A [might say that this refinery is at Conrad. It is 
called the Conrad Refinery but it is owned and operated 
by the Home Oil of Great Falls. On the afternoon of the 
e9th of September, I had two tracks at the Home Oil Re- 
finery, one a Canadian farmer and the other a siontana 
farmer and both trucks were in the Refinery at the same 
time and I accompanied the ticntana truck all through 
this. 

At the Home,Oil we pro- 
eured one barrel cf tractor gasoline and one barrel of 
distillate each. In the case of the Canadian---- 

) Just before you proceed, maybe we might better have 


these marked, and, :irs Chairman, these are a continuation 
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of the type of evidence which was presented in Exhibit 
NOl4G, A; Bs Os De anc BH, and it might be simplex to 
Garry on just that Exhibit "614". 

Re FRAWLEY: Personally I would think 
note This evidence is quite different. Mr. Bostock 
went On a certain dav into these Montana refineries. 
MR. HARVIE; It is absolutely im- 
material to me. 

MR. FRAWLEY: I should think if we took 
another number and that is all. If we continue with 
Exhibit “614" it might be a little confusing. 

THE CHATRA.A Ny: ALL right "627". Now what 
Lp a Oat Cay oe 

MRe HARVIL: That will be the two in- 
voices of the Home Oil and Refining Company and there 
wiil be four more similar sets of invoices and I might 
suggest that those be Exhibit "027", A, and the others 


By Us and: Ds 
(FIRST TWO S#T OF INVOICES 
PRODUCED WITH THE HOME OTL 
HERE MARKEL AS EXHIBIT 
Nee 7m). 

THE CHALRMAN: Two invoices, is it? 

MRe HARVIS: Yes, attached together, 

one addressed to the Alberta farmer and one addressed to 


the Montana farmer for purchases on the same day from 


the same refinery. 


THE CHAIRMAN: You have five sets of twe 
each? | 

MR. HARVIE: Yess 

THE CHATRMAN: Then we will make the first 


Exhibit "627", the next "€27" (a} and so ’on and you might 
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as well put them all in at once. 
luRe HARVIE: Then Exhibit "627" (a) will 
be 4 similar type of invoice from the Treasure State 


Refining Company. 


MAJOR LIPSETT: Two invoices? 
MR. HARVIE: Two invoices. 
THE CHAIRMAN: In each instance you have a 


Canadian farmer and e Montana farmer? 


WITNESS: Yee, tUhav 2S 6rient. 
Q With respect to whom these invoices were given? 
A Yese 
THH CHA TRivAN: This is the Treasure State 


Refining Company. 
(SHT OF INVOICES TREASURE 
STATE PRODUCED AND MARKED 
ERE BES NOR (ahs 
Me HARVIE: ind Exhibit "6e7" (bh) wiih 
be a set of two invoices from the Cutbank kefining 
Company. 
(SET CF INVCICES, CUTBANK 
RHFINING COmPANY PRODUCED 
AND MARKED EXHIBIT "627" (b) 
THE CHAIRMAN: Will you just say who these 
partiere are? 
Wie HARVIE: The same parties in each 
ease, Mr- Torgeson is the Montam farmer and Mre Bishop 


is the Canadian farmer and the Cutbank Refining Company 


is at Cutbank, iiontana. 


Q MRo MACLEOD: Where is the Treasure State? 
bike HARVIE: The Treasure State is at 
Shelby. 


WITNESS: Yes. 
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MR. HARVIE: hen smxhiniw "627" (6) 
is two invoices from the Big ‘Jest O11 Company of Kevin, 
Montana and I might just point out in that case, Mr. 
Chairman, on these invoices, they are both dated tho 
20th of September in handwriting, but there is qa rubbor 
stamp that has heen put on them end the one to Bishop 
is dated the 29th of September and the one to Torgeson 
is dated tho 30th and I might ask the witness to just 
explain that? 
That happened that Bishod was into the Big ‘iest Refining 
at 7 o'clock Saturday morning and made his purchase just 
prior ---~- 
MRo FRAWLEY: On the 50th? 
On the rhe cne of the 30th and we wero in shortly after- 
wards and evidently in the meantime they had changed tho 
datc on the stamp, the 29th end the 50th. 
THE CHAIRMAN: Yhat was the fact? 
The same day, it was the morning of the 30th. 
MR. HARVIE: It is just’so that it is 
cn record, 
THE CHATRMAN: They just had not changod 
their stamp from the day before? 
That is right. 
MR. PRAWLEY: Were they all on the J0th? 
No, the Big “est and the Hannah-Porter are the only two 
on the 40th and the other three are on the 29th. 
(SBT OF INVOICES FROM BIG 
WEST OIL COMPANY PAODUCHD 
AND MARKED EXHIBIT "627" (c) 
MRe HARVIB: Then Exhibit "627" (d) is a 


pair of invoices of the Hannah-Porter Company cf Sholby, 
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Montana, dated the 0th of September? 
Pardon me, the Hannah Porter Company, the head office 
is Shelby, but the refinery is six miles West of Sweet 
Grass» The invoice is possibly made out at Shelby but 
the plant is at Sweet Grass. 
(Sul OF INVOIC#S HiNNAv 
POKTHR PRODUCED AND HERE 
MARKED AS EXHIBIT "627" (da). 
luke HARVIE: Mire Bostock, referring to 
Exhibit "627" (ad) the Home Oil and Refining Company to 
Bedi ehope-- == 
MRe FRAWLiN: Whieh ones? 
whe HAnVIsi: ib am sorry Grohe pis Money 
no letter, just who is Mr. Bishop? 
uf. Bishop is a farmer operating a truck with a farm 
license and he lives roughly seven miles East cof Wilson 
siding, which is South of Lethbridge. 
He is an Alberta farmer? 
Yes. 
Using his own truck? 
Yese 
And just what equipment did he take to Montana? 
He has a ton and a half Ford, 1948 truck, and he carried 
18 steel drums on the trip. 
And he had only a farmer's truck License? 
A farmer's truck license. I can give you that if you 
wish, his truck license is Dl€-6350. 
fnd he does not carry a commercial License? 
No siz, he does not. 
Now the second invoice from the Home Oil and Refining 


Company is to Bill Torgeson. You might just tell us 


aie Go, Bean Bat vet sie ; 
Joes, 7 feat natis 


dud BQLAEG Sad Paes Bae 


ate 
2 Qeets pHa ee eG ae a - 
ry a BHA Tea Phy ae aeee 
SRARe Gud 
, ae oak +e b Bayi 4 bens ety ee : 
Seigeet .ae eb oe Sa aia a 
ia * es . 7 c o 
ce i . ty rl 7 : ra 
ieee feeb? spt i Bash ak re fac ptt & cz oye 
gi te 29 tel satin SOPH Sane ek a 
Boa a42% He i S 
PUREE OS SE A 
a ect eS antes $a She at mt ay Bent yi 
i 


ReF.eBostock 


- 1s ,07o*= 
who he is? 
£\ Bill Torgeson is a farmer occupying a farm about eleven 


miles North West of Conrad and he operates a truck, a 
Studebaker sce, 1936 iiodel, and the license number on 
the Montana truck is 267407. 

& Have you anything else tn tell us about ir. Turgeson, 


does he carry on farming operations there? 


A Yes, he carries on farming vuperations there. 
Q And he is not in a general trucking husiness? 
a He does some trucking. They can do that in Montana 


With that License. 


2, He just has the one license? 
A Yese 
a Do you know anything about irs Torgeson, was it iir. 


Torgeson actually that purchased that or was it pur= 
chased by some bay in ifr. Torgeson's name? 

A In that case, yes, Torgeson on that invoice is a 
fictitinus name. The actual party that operates the 
truck, I forgot to mention that, iS a chap by the 
name of Kellogg. 

Q And it was Kellogg? 

A That was the driver of the truck and the owner of the 
truck. For the purposes vf these invoices we used the 
name Torgeson. 

G, But hellogg is the farmer? 

dA Thea vis Prien 

iQ And just why did you use a fictitious name? 


i 


wh 


Well in this case the chap Torgeson, when I hired him for 
this purpose, he did not want his name to enter into it. 


He is a tiontana farmer and possibly the evidence would 
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eome out and the evidence might go down there and he 
didn't want that to happen. 

That is Torgeson? 

No, Kellogg. 

So you agreedhe should use a fictitious name? 

Yes, for the purposes of these invcices. 

Now I notice the Bishop invoice shows a purchase of 56 
gallons of Tractor Gasoline ut 6 cents? 

Yese 

That is for the sale to the Canadian farmer? 

That is for export, yese 

And the Torgeson invoice is for 55 galions of gasoline? 
Fractor Gasoline. 

Tractor Gasoline at 153 cents; now are those figures 
comparable or should there be some deduction made, one 
from the other? 

The 155 cents on the american farmer I believe includes 
the 6 cents State and Federal tax. 

So the comparable figure would be 94 cents? 

Yes, as against 6 cents. 

Was it the same product purchased? 

Yes. 

By each farmer? 

Absolutely. It was specified that the same product be 
purchased and there was about five minutes' difference 
in the filling time of those two orders; that is the 
Canadian farmer was filled first at the Home Oil and 


we followed in directly behind him and filled out of the 


same loading rack. 


Wow in connection with the Torgeson purchase, was that 
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the only document you recsived, the invoice? 

A Yes, that is the only document received for the American 
purchuse. 

Q It was the only document received in connection with the 
American purchase? 

A Yes. 

q, With the Bishop invoice, did you receive any further 
dvcument s? 

A In addition to the invoice you have there there were 
Customs papers which are necessary te be made out for 
Canadian farmers purchasing in siontana. 

Q Now the vendor of gascline to a farmer, how does he know 
whether it la for export or not? 

A well the only thing would be the license on the track, 
either a Montana license or an Alberta license. 

GQ And do you recall the export papers? 

A Wo, they are made out automatically, when they give the 
name cr the address as an Alberta farmer or a h.ontana 
resident. 

Q, So it is just common practice, when you give an Alberta 
adiress,and have an Alberta truck with an alberta 
License, that they automatically are made out? 

A They have to have the export papers naturally for clear- 
ing the Customs at Coutts and also { understauc the 
Montana refineries have tv have a copy of that to send 


Lio tet ebd pone tax tO t1e4=o+ 


Q, Of the State and federal taxes? 
A Yes. 
Q MR. FRAWLEY: There being no State or 


Federul Tax, collected on gasoline sent out to Alberta? 
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A That is correct. 
Q wine MACLEOD: I just want to know whether 
that statement, the papers, were going in to the Montana 


Government, I am referring to the Export papers? 


A Yes, that are made out at the time wf the purchase. 
Q MRe HARVIE: There are three copies made 
out ? 


A Yes and they are all addressed, usually they are placed 


in an envelope at the refinery and given to the Customs 


mane 
Q And one is mailed back to the refinery? 
A Yes, they submit it to the State Government fur tax re- 
bate. 
=} As evidence of being entitled to a re-bate? 
A Yes. 
Q What happens to the other two copies, does the importer 


get ea cupy? 
A No, not that I know of. I did not see any copies that 


the importer gets. 


Q, The Customs then requires the other two copies? 
A Yes, I believe one goes td Ottawa, J am not sure. 
Q But they are not delivered to the importer? 
NO 
Q New am I correct in stating that so far as this one 


drum, which is 55 gallons, that is an American drum? 

A Yes, and a drum runs 54 or 55 gallons, that is usually 
what they fill over there in a drum. 

Q And am Il correct in saying that on these purchases made 


by these two farmers, one American and one Canadian, 
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On the same date, that so far as the product described 
as Tractor Gasoline, for which the Canodiam farmer paid 
6 cents and the American farmer paid 9s cents-=---- 

That is quite right. 

Plus tax? 

PLUS tax. 

And we will eliminate the tax? 

Yes. 

they are comparable? 

Yes, quite. 

Do you know any other reason except that one is for ex- 
port, that there is a difference in the price? 

No, ZL cannot give you any reason for it, outside of the 
fact that as I understand it, some of the refineries 
over there, I am not specifying any one particularly, 
from hear-say that they are anxious to enter the 
Canadian market. 

And they sell below the current itontane farm markst 
price, comparable market price? 

Yese 

In this case to, the extent of 33 cents? 

Thats righ « 

THE CHAIRMAN: Now dealing with that 
particular Exhibit, which is Exhibit number what? 

Mine HARVIE: Heep aG "oy. 

THH CHA IRMAN ; Did you see the Customs 
papers which were prepared? 

Yes. 

What was said on them, as to price and so on? 


The price is exactly the same and the quantity is exactly 


Ri RT 


ty NaS ey Boe dt 


Road 


ee ceden RE dD. 


cee 


oy 
: 
oe he 


¥ yt 
’ zee 
4 8 
sae 
hue a 
ta 
| - 
sis 4 
v 
4 


{ 
— rae ag 


es 


i} 
- ig (Ao 
Peres Wee 
ee el 
a oe 
2 v 
peseh ree 


ae 


Matec: pz 


wt fe Bae Ts OHRTA TS an - ey aarid agst 
i ae : Me were ae erasae Waieiee 


2 th Paice See tees a 
firs gore os ate, t ykoaih tae 7 
fae ae ae, a 
AS at f aoihe 
rae 7 time 


Toy omen 


Stig PMs dx De8H8 a wean Lala yas | pa 


1 48 He ee 


bv Wee: Ve 


ixec sce ante ste pay _ 
at 
7 aeplos ona ante dae 3 


Sy Pye 
2, 


etd ey us 


heF.Bostock 
~ 13,701 - 


the same as on the invoice. In fact the invoice is 
placed right in the envelope with the Customs Dec 
laration. 

Q Wine HARV et: That Declaration is pre- 
pared oy &@ young lady in the office? 

ral It 18 typewritten in the office. 


Q Of the refinery? 


A Yes. 

Q, And who makes the Declaration? 

A Yese 

Q And it is the usual declaration, a copy of which was read 


into the evidence the other day? 

A Yes, it is the same type. 

MAJOR LIPSETT: Just to make it quite clear, 
Mr. Hurvie, they were both I suppose American gallons? 
WITN ESS: Yes, in all cases they are 
American gallons. 

Q Mite HARVIE: In other words everything 
is comparable except the price? 

A That is right. 

Q Now this same set of invoices show one drum, 55 gallons 
of "D" Distillate, which was sold tc Bishop, the Alberta 
Farner at 5 cents and to the Amcrican farmer at 7 cents? 

A That is right. Those purchases were made, there was one 
drum of each purchased by each truck. 

a) And they are all-=-- 

THE CHAIRMAN: That is Exhibit "627" (a). 
WWRe HARVIL: Phie Leieti his Eebipit "oe" | 


my Lord. There were products purchased which are com- 
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parable. 

THE CHATRMAN; 

Bishop bought. 

Mine HARVIE: 

"D" Distillate at 5 cents. 
THE CHAIRMAN: 

MRe HARVIE: 


Give me the second one 


Bishop bought a drum of 


MD" Distillate? 


Yes, Mr. Chairman and 


forgeson, the American farmer, bought a drum of similar 


Distillate at 7 cents. 


(Page 18,708 follows) 
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MR. HARV2Y Now just to make certain 
er Ene. Het Leowrrtten in as "BS" dtetillate and there 


is something apparently difficult to read. 


THH CHAIRMAN: What about your tax tiere? 
A There 1s ho tax on thet. 

MR. HARVY: No tax on either. 

THE CHATRMSN: No tax? 

MR. HARVEY Just on thet point Mr. 


Bostock, there is 10 Montana tax or Federel tax on dist- 


EiLjece? 
A Theat is what I underetand. 
Q In Montena? 
A Yee, Whey ie 4 believe, up toa certain eravity. but 1 


SN nou CUiue Cervelh or thet “There is’ no tex 1 under= 


Sqend ON -cGabs. 


Q Dia wWiey 11 1Llout the Customs papers also On the distill- 
ate? 

A It is entered on the papers yes. 

Q Ou the same set of export papers? 

A Yes all purcheses ars entered on the same exrort pepers. 

A) You. see, i take it while one is known as "BY" distillate 
the ovher is known 4as, there is some hieroglyphic, what 
LS 2b supposed To bev? 

A It is supposed to be "A". In the case of the Ganadian farmer 
i overnesrdad the conversation. There wes a difference in 
the grade. They are both number one distillates in both 
ceses but the Canadian invoice was marked B for the reason 
Ot Customs pupposes as [ understood 1%, up to 4a cervain 
eravity. After thet there is a certain charge made et the 
border. 

Q Do you know whether this wes the same distillate? 


A Yes absolutely. 
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Q Délivered from the seme pump? 

A It came from the same spout. 

a) Within a few minutes of each othsr? 

A Ves « 

a) Mr. McLeod suggests there is a cent tax included in thet 


Vo roin Go, joAre you, ails LO\spesk as to thet? 

A Ui stoke; Cacepthers is not 6 csnt tax for the simple reason - 1% 
is for farm use and they nave to sign a declaration that 
it 22 fer Tarmypuse. Diepvet C866 They did no, pay tire 


one cent. 


9 Son the +4 epoltige Cents ere cntinely comparable fieuree? 
A ThaGgiis Pieht absolutely. 
2 Nowe i produce, Exhibvit.627A. That is a set of invoices , 


Treasure Stete Refining Company. 
Toy Cla AM ANS le you mind giving me the Refinery 


Sein) Tom enn pod te 657, 


A Pie; GOnread Herining Company. 
Wi Re wile Yi: No the Home Jil. 
A The Home Jil Refining Company. 
THE CH ITRMAN: At Conrad? 
MR. HARVEY: At Conrad. 
f I might sey Mr. Frawley the name Conrad Refining Company 


us (On sbus plant. 

MR. FRAwLAY: It is known es the Conred 

Refining Company owned by the Home Oil Refining Company? 
A wee. 

TH: CHATRMAN: No. 627A wheat Refinery is 

thete please? 

MR. HARVEY: Two invoices from t.e 


Treasure State Refining Company with office at Shelby 


Mommetey. and Retinery, at Shelby alco? 
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Rostock 


Yes just on the outskirts of Shelby. 


THE CHAIRMSN: -/ Ee. 
MR...HARVEY: Now Bishop or the Canadian 


invoice I notice it shows thst there was a drum of number 
one gasoline sold at 6¢ whereas on the Torginson or Montene 
fermer invoice the similar Ieee number one gasoline 
acrum 6t.10¢. tre these '(Tiguresventire ly®* compareble? 
This was purchesed ‘under the same plan as. the Home Oil. 
The,Canads@anatrugtwefisdled first. We were right in behind 
it.. [.saw the filling. The two trucks were the seme all 
the wey through. The Canadian farmer bought 55 gallons 
Of, Bumosr L.gasolimae, which they only carry “two ‘there, at 
S¢@ end bbe expert rece were mede out in the same way 

es al the Home Refining. The Montana trucker or farmer 
Ought 955 £4llons, of mumber'one dietillate at the Log 
which price would iociuge the lg Medera 1 5 eck Or 1h Cilerc- 
WOrds it would be 9¢ net comcered: to 6¢ for the Cenedian 
farme i. 

So there is ae differential there, making all adjustments 
between. the Americens end Canadian Tarmer of 3¢? 

Three cents a gallon... In that case they also purchsesed 

& bperrel. oe distillate each. 

Wheat is.the- relative price there? 

The Canadian farmer purchased 55 gallons of number one 
distiilate at Sg a gallon sand in the case or the American 
fermer he. bought,55 ealhonssof number one distillate at 
5o%.@ eellona (Insthis case might also say -- 

THis CHAT RM AN: Wait. VWNotise fast. Number 
cone distillate bought by the Cenadian at 5¢? 

Five cents e gellon. 

And the same product bought by the Urited Stated farmer? 


At 53¢. The same thing applies here, the tax was not paid. 
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MR. HARVEY: Those are comparable 
figures aren't they? 

Yes. 

No tax? 

No. 

Now I produce @xhibit “6e27"B which is a set of invoices 
of the Cutbank Refining Compeny with office at Cutbank 
and a Refinery where? 

Cutbank. 

You might give me comparative prices. 

TolevwWas Quite late on Friday afternoon the 2Yth of 
peprember. it happens that both the Canadian and 
Montena trucks were et the loading rack at the same 
Vile. Ole One eth “sige Of The rack. 

THe CHATRMSN: Dols Ve. 87 

Mrs HEAVY 5 Tie a8) Bs, 

Yes end we purchesed the same products. The Cenadain 
farmer was filled first and the Amercian farmer was 
Filieg directly efter on the opposite side of the lLoed= 
ing rack at the Cutbank Refinery. 

They were both stationed there at the loading rack at 


the seme time? 


Yes at the same time. The invoices were meade practically 


simultaneously. In the case of the Canadien farmer at 
this point he purchased 54 g-llons of Energy gasoline, 
which would be third structure or straight run at b’¢ 
Der S200 snd in the cease of the Monvana tarmnar he pur- 
chased 55 gallons of Snergy, which is practically the 
same thing, a barrel, at a cost of 1li¢ per barrel which 


included l¢ Federal tax. In other words it cost him 


104¢ a gallon against BEd. 
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a) In all other respects they are comparable the two 
prices? 

A Yes. He also purchesed 54 gallons of number one dist- 
illate in the case of the Cenadian farmer at 5¢ a gallon. 

Q THE CHAT RM AN: Number one distillate you 
say? 

A Yee. Fitty-four @ellons of number one distillate the 
Canegi aim arner at Sgerper e@alion. 

2 Yes, that is the Canadien. 

A That is the Canadian. The American farmer pur chased 
55 gellons of number one distillate at a cost of 63¢. 

2) Tax? 

A No there: iss no tax. 

2 Meking e difference of l#¢ per gallon? 

A Ves. 

MR. HARVEY: And the Customs papers 
were again made out. 

A Export pepers were made out in exactly the same way 
at all tuese places. 

a) Now [\present Exhibit "627" C... These are e set of 
involces Big West Cil Company with office at Kevin, 
Montene end Refinery where? 

A Five miles west of the highway. 
TH CHS TRMAN: The Big west Refinery 
at Kevin? 
MR. HARVEY: Yes Mr. Chairman. 

Q) You might give the comparison there please. 

A The purchases et the Big west Hefinery were made on 


Saturdey morning et epproximately 7 o'clock. We start- 
Samtoeroed a> / ctclock. They load from 7 %6. 5. 1 
might say we were in there on Friday night after 5 but 


they would not fill us and we went back on Saturday 


yet 
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morning. The Canadian farmer was filled first and in 
this case be,filled up our doed for coming back to 
Cenada. We had some empty drums and we wanted to fill 
them end we made four purchases in the case of the Can- 
adian farmer and in the case of the Montana farmer we 
made two purchases. I will give you the comparative 
purchases thet were made, 

Yes we can eliminate what is not comparative. 

In the case of the Canedian farmer we purchased 54 gallons 
Oty Sereda. 5 Of here in @ rubber stamp. 

THE CHATRMAN: D @rede? 


Theat is rignt. 


That as I understand is a tractor gasoline which costs 


6s¢ per gallon, 


In the case of the American farmer we purchased 55 gallons 
of D grade gasoline at a cost of lls¢ per gallon without 
bax. ¥ 

MR. HARVEY: Those two figures are compar- 
able then? 

Yes. 

Mane CONMIESIONGR LIPSETT: Wo tax in the lle? 

There, 1s fo tax. it is listed here et 1?s¢ that is ine lud- 
ine Laxebis,, 1 Was giving 1t -< 

THM CHATRMAN: You paid 17s¢ including 


oo. wax’? 


ub e Sey, ~ + a 
Thet would be lléd against 6b#¢? 
Yes Sir. 


Mee GARVEY; Any other comparable figures? 
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We also purchased 54 galions of number & distillate 


by the Canadien farmer at 54¢ per 

Gece of the American Taermer 55 ga 
distillate at a cost of 64¢. 

THE CHAT RMSN: No t 
No tex, 

MR. HARVEY: I no 
invoice that it is marked in each 


Yes; 


gellon and in the 


llons of number 2 


ax? 


tice on the Csnadian 


Case Tor export. 


Tian 2s OulLS 6 common prectics On some of the oper 


invoices? 


Preaciically im each case the invod 


ces are marked for 


Sx0Clrt Griexport “TO make out the me tax. 


Any other comment to make in conne 
of invoices or that transaction? 

1 do not believe so Mr. Hervey. 
THe CHATRMAN;: Just 
these are the invoices on which yo 


Yes. 


CULONn With this set 


eo We Will Dawe it, 


Ul ai bed io Vine Grice, 


Ana thay you ere not. making @ comparicon -- 


MR. - HARVEY: They ere ell on the one 


invoice. We will call it the Cena 


dian invoice. hier, 


shows there aré four products purchased? 


TH CHAIRMAN: Yes. 
MR. HARViY: And 
voice there are only two products 


pering the two. 


mM 


THE CHOATRMEN: Ye 
yeu made up your load? 


Yes. 


on the American in- 


and we are only com- 


627C is the one where 
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MRiem BARVALY 4 The reason for the addition- 
al purcheses as I explained was that they wanted to fill 
up the dlums for the return load, 

THe GES RMAN: Yes. 

MR. HARViY: in-the casenofobznipnit 
627D it is the Hunnah-Porter Company with en office 

at Shelby, Montene. 

THE CHAIRMAN: It is a Refining company? 
MR. HARV SY: It is deseribed es gasoline 
distiileanes »d@hesel and stove obls. ‘That teve refining 
Gaiinpany isn’t it? 

Yes. 

THe CHSIRMAN * At? 

ete Ol ace 1S at Shelby. 

And their refinery? 

Their refinery is located practically six miles west 

of, SWeseterass.. It is practically onthe border.) it is 
on the American side but near the Canadian border. 

MR. HARV AY: Do you know what crude 
they. use. theres 

1. think, they, use Red Cculee crude. They te ve some 

wells neer their refinery that ere pumping. 

TH. CHLIEM AN: Six miles west of Sweet- 
grass you say? 

MR. HARVEY: Yes or Coutts. Practically 
on the Cenedian border? 

Yes. 

Their refinery is really located near the Red Coulee 

Oi field? 

Close to thers. They have wells alb sround there. 

You might give the comparison. 


In this set of invoices the Canadian farmer purchased 
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more gasoline than the Americen for the simple reason we 
were running out of drums as far as the Americen fermer 
wes concerned. He filled what he had. In the case of 
the Canadian farrer he purchased four drums of gasoline, 
I might say they only have straight run and distillate. 
For sale at that place? 

Yee 10r Seaie Gt thet place, He purchesed four drums or 
216 American gallons of straight run gasoline at Hovde 
Thet is the Cenadian farmer. 

Would the price have been the same if it hed been one 
drum? 

Yes definitely. 

THY, CHA ITRMAN: Straight run gesoline, 

how mucn? 


Dereeaitou.. ihe Americsn fermer purchesed One arin 


= 
Lv) 
“AL 


54 gallons-of gasoline at -- 

MR. HARVEY: Give the invoices prite end 
break it down, 

It is invoiced at llg and the tax is charged separately. 
That is the S¢ Stete tax. So that would be lig including 
i¢@ Federeb vax. 

So tie now price would-be 

Ten cents as against 7s¢. 

THE CHAIRMAN: the invoice seid ll¢g? 

Yee iig but it included lg tex. 

MR. BARRY OY These invoices are made 
Ota etierent weve, ONG refinery Will anvolve Por the 
fuel Ssnount incdudine sll taxes and others include one 
tax and separate items. 

So the comparable figures there are whet? 

Ten cents as ageinst 7+¢. The Cenedien farmer TU Ve 


also had at this point purchased 3 drums of distillate 
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int the case of the Canedian Farmer. 

TH CHATRMIN;: What is it called? 

Just straight dietillate. They only have one grade. 
At @¢ per gellon, In the case of the Americen farmer 
we purchased 55 gellons of distillate or one drum, 
At? 

Six Cenve per gallon. Thet is the same. price in both 
cases On the distillate, I might say the explanation 
for that as I got it was the fact thet they have very 


Pvt lei soi kiatve™anra tiey bed very little for rexpor. 


but they had “e@ Lerze supply of third structure gasoline 
thee Urey Were Very enxious” te dispose of: 

Any tex? 

NO Sirs MO Cex Or. that. 

MR. HARVEY: Dov LL 16 Oonliy the stranekt 


run gaescline there is any comparison on or any spread? 
fos 2° lee ee coe Heannai-Prorter Company are concerned. 
Were These elt iwerretimeries you called on en’ iad vou 
PE TO any diet your, could Hot g6t a differential on’? 

Noy Gilet 2s aun We ealice on, five different? refineries. 
Wore (Pose rorlneries picked for any purposesys 

No, juss e-cross Section of refiners in’ Montana. 

And “you think thet gives a fair cross sectionof the way 
you Conld’ de Dusine se With the refineries im Montana, or 
thet part of Montena? 

DL believe so yes. 

Have you got any other generel informetion you think 
might be of assistance to the Commission in connection 
with these purchases or does thet cover it? 

L polievs tier terry Well covers Alt.) Eiere ae no idis— 


crimmination between the Canadian farmer going down end 
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purchasing et any time but I understend that the Montena 
farmer wes not welcome to purchase by the drum. Mostly 
they want them to buy through their regular outlets. 
Now this fellow Torgeson was following you around these 
different refineries end did he know he wes paying more 
then Bishop? 

Yes, ‘He dic towards the last. 

Give us the history in thet connection. 

He remarked at the Cutbank Refining that he was quite 


thet the Cenedian truck was purchasing the 


r 


same exectly as he and carrying empty drums as well. 
(fey WOUlLC oe The third refinery? 

Toe, Would Bertie third refinery we visited yes. And 7 
had to more or less give him somewhat of a line of whet 
wes going on because he had - at that time they were 
conversing the two drivers. And i: happened to speak 

to the Canedien driver myself soa that 1 let the cat out 
of the bag there as far as thet was concerned. 

But he them just carried on the seme way? 

Yes exactly the seme. 

Anything else thet you cen think of that would be of 
interest in connection with these purchases? 

I do not believe I hevs anything else in connection 
with thet. 

Now you have given us such information as you have in 
connection with the purcheses CY a farmer consumer in 
élberta and Montana. Did you make any investigations 
in connection with the jobber consumers, 

Nec, 1h Clie instance, in Great Tells on “saturday after- 


noon IT contected a jobber by the name of Graham and 


Ross at Great Falls. 
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Just who are they? 

They are jobbting or buying by the tank car from the 
Great West Refinery at Kevin. They have their own 
Spur. They are in the wholesaleing business as far 
as wholesale feed and supplies es well. In the course 
Of ‘he conversation, I was more or less jist an oil 
man on holiday you might say there, and during the 
course of the conversation IT wes informed of the 
fact that they were purchesing approximately 70 octane 
Bronze thet the Big West calls their 9 grade or their 
Pogse prend Di eioulg cay, 0. brand rather at o¢ per 
gallon leid down in Great Falls. As I understand the 
Pleic0 rote iT rom Revin to Great Falis 26.1.1 psivine 
Da ese ul prot th Ot t/, OG.. 

You, Ncerd Gae evidence of Mr. Trimble. buying gasoline 
Prom the Bis west? 

VOlMr. “ervey i Wae fot. here. 

Well Mr. Trimble said thet he purchased gasoline from 
the Big West at 7¢, that was grad A. Are those two 
Bronze end grede A comparable gasolines do you know? 
{ believe so yes. 

And; Mr. Trimble's evidence was 7¢. and you would say 
tie Comoeravia Tien re would be 1.0.60. vetinery 7.9¢? 
In the case of Graham and Ross of Great Falls it was 
Ve, d cown ot.7,0¢ es i understand. it was billed at 
Peecio vi.d. HOuld sive you a cOgcy -- 

Or asda voe rel inery ys 

No at Great Falls. 

At the refinery? 

Ch yes I am sorry. 


ADO 2G would be comparable with the 7¢ that it cost 


Mr. Trimble, they are comparable figures aren't they? 
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A Yes. 
MR. COMMISSION.;R LIPSETT: And one is a tank car 


price and the other is tank wagon? 


A In the case of Graham and Ross it was tank car. 
2 Yes? 
A In the other case it was tank wagon, 
MR. HARVEY: I think he said there 


was e gentlemans understanding thet he was to buy one 
million gallons so possibly it would be fair to say 
they were comparable purchases , 

A In the case of Greham and Ross I understand the output 
is between one hundred and fifty and two hundred thous- 
and gallons per year. In the case of Graham sand Ross 
it is a tank car buyer. 
MR. COMMISSION:R LIPSETT: The other man purchases 
over a million gallons doesn't he? 

A I did not heer the evidence here but I understand that 
Trimble is in that category. 

Q And Gralkem and Ross they onlv buv one hundred and fifty 
thousand gallons? 

A I would say for the seke of comparison eround two hundred 
thousend yes. 
Mi, HARVEY? Were you able to get any 
further information with respect to t: at price or the 
business of Grsehem and Ross? 

4 No I was not able to get any invoice for the simple 
reeson that they were very lothheto give me one, 

A) Did. you @esk for one? 

A I asked for one yes, mit not as a representative of 
the B. A. Oil cf course in Canade but as a representative 
of a new refinery in Montana but Mr. Ross whom I inter- 
viewed was very fair about it. He said under the circum- 
stances they had given their word thet they would not pass 
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circumstances he wes very losthe to give an invoice out. But 
as I say during the murse of the conversation 


he did tell me that the price they wers paying was 


vg at Great Tallis, 


Q But you had no wey to substentiate thet? 
A Not by way of documentary evidence no. 
4 Do you find it 6& simple or easy matter to get infornm- 


GLLoneas tO rgobvbers prices? 
A Yes. 1 did not find any trouble thst way with the ex- 
ception that they did not want to be committed as far 
as they themselves are concerned, The oil industry 
in. Montane is’ more or ilées in a precarious: state, As 
far es getting informetion by word of mouth te one party 
they will gladly give you whet information they can. 
a) AS a result of whet investigetion and inquiries you 
made are you edle to give any views as to whet the 
tenk cer price i's in’ that district? 


A Yes from my inquiries I would say the tank car price 


there is roughly Q9#¢. 


va) You have no documentary evidence to substantiate that? 
A No. 
MR. FRAWLi&Y: where? 
A Great Falls. 
2 For what product? 
A MR. HARVGSY: Thet is Tor your -grede A 
gasoline or house brand gasoline? 
A Yes; 
MR. FRLWLEY: what we call reguler gasoline? 
A Wes; “Unevresiler brand's 


Standard gasoline. where? 
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MR. HARVEY: In what district would 

thet be? 

I would sey thet would apply to the nee Falta’ dvetrror, 
How avout Shelby and the Cutbank district? 

Piet LS practically tn the same area. 

MR. PRPWLAY: Sunburst and Shelby? 

Yes “in-thet zone. 


Nine and e half cents? 


MR. OARV EY: You say that this Mr. 
Ross or Mr. Grahem produced an invoice? 

bee those Wes The Only man fowas telking to. I may say 
Mr. Ross conducts the fuel business end the wholesale 
feed and supplies. Mr. Greham his pertner has a retail 
store hendling the same products in downtown Great Falls. 
Is’ there anything else you can edd to the information 
you have acquired that might be of assistance? 

That ls reglly the only informetion I acquired Mr. 
Harvey. 

So generally speeking you can get considerable inform- 
Savion sy word Of mouth in a confidential way? 

Yés 3 

But you’ cannot get confirmetion? 

They are very reticent ebout giving you any documentary 
evidence, 

Did they sive you any specifie reason for that? 

Well the most important thing I heve found out is the 
rach thet whey do not want to be drawn into it them- 


selves for certain purposes. There is some rebete 


they are getting or something 
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ae 


So the only definite informetion you got was in cnnnection 
with the farmer? 


The only thing with documentary evidence was on the farmers 


MR. FRAWLSY: Mr. Bostock would you egree 
that here in Alberte the Montena importers fall roughly 
into three cl&sses, importation by the Texas Company of 
Canada, amportetions by the small distributor by truck 
end the importations by the individuel fermer? 

Thee Le Quete. rien. 

Tiey 224 l8Lr clesseirtication? 

Yes. 

And you directed your attentions and I suppose you had 
when you came beck informetion, pretty precise inform- 
PULcCn Wit’ Peepers TO imports by the farmers? 

Nats We gs Dew eel ie Ce rarer 

Something not any too satisfactory with respect to the 
smaller distributors? 

L heve Methineg to back thet up, just word of mouth, 

And with reepect to the Texas importations practically 
nothing? 

Very Little. 

yes. Now going to that middle class for the time being, 
you say the Greham and Ross transaction at Great Falls 
is Yuet Drought out ab all,it is mentioned by you to 
afford some comparison with the Trimble price? 

AS much as possible yes. And neaturelly I was efter 
nMOres nore ti7n Bat: £ did not, get Lb, 

You say you understand that they pay to the Bie west 
Obie Company a leid down price eh Great Palis of 9¢? 


Thet wes given me by Mr. Ross himself. 
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rap) 
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T Yuderectend Mr. Bostock, that the freight from the 
roriiery 8 Kevin Lnebead Of Deine Lite a8 ieeeq, 2@ 

Very small aitrersence? 

tT 2oo OS Closes 22 2 “could £67 30 13, 

Thet would make a net back to the refinery or a refinery 
reg. iZeulonm wo the Great West et Kevin of 7.78¢d? 

Tiegh Le i en, 

"néey sell to Mr, Trimble at. 7¢? 

Yes whet te what tnsy tell me. iI did not near the evid= 
ence, 

tT euppose the Bie weet O1l Company seli to a 1ot of 


cB } 


Creanam end Ross’ throughout the State of hontana, more 
than one, 

Yes, 1 @rant you they would, 

Phey min weve One 6) Billings end Uhe price mieht oe 
SCmerning more ~oean Yd and the refinery realizetion 
mien be SOmetning more or less than 7.78¢, I presume 
thet is so? 

It mient be so. 1 cannot say anything about thet be- 
ceuse 1 do not know. 

Th Oli Words, USeU essume with me if itvwere so, and 
Hheag “ie evereee refinery realizavion after deducting 


al 


freleuy of their sales to people like Greham and Ross) 


Die Snd little, 1f 1% Were sone thing around Y¢ that 


might be some indication as to why they were selling 
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SOUP imp leva oe. TOU dO NOt Kno. Whether thet i: 
Or NOt. 5 af that should be so-l hops To ask you 
about this and explore it with you while you are on 
the stends, lf thet should be so, end that they have 
6 number or realizations from cuStomsrs like Greham 
and ROss 8% Butte end like Greheam end Rocs at Billings 


and like Grehem and Ross at Great Falls or wherever they 
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might be and if they all worked back to somewhere around 
Yd; \disegarding the decimal point, would you régerd it as 
being part rouleriiy unfair thet they should sell to a 
levee wuyer Like Trimble, who buys es miLbion or ea million 
endvanalDy ato/¢? 

I would not express an opinion like thet beceuse I do not 
Know how they operate. 

And thet 1s the only thing you have to point to is this 
Greham end Ross thing? 

Thet is the only one I can give you any information on 
yes, by word of mouth. 

THE CHAIRMAN: JUS Whe “think of 40% 
exhibit “6e7"A covers the fermer Bishop who bought number 
one “eeso line at Od. what gasoline is thet? 

MR. FRAWL3Y: i wes going “to esk him all 


Sabot past. 


TH CHAIRMAN: Very good. 
MR. FRAWLGY: I want to go now to your 


farmer importations and I want to show you stxhibit "6274, 


Thet is the Treasure State Refining Company. You accom- 
panied Mr. Kellogg who passed himself off as Torgeson? 
Vesie 

Did you go right-- This was a refinery. 

Lipps iis Teereiinery. 

Pid throu. so iriens tmio the refinery. Yard? 

Yesroirseiwwes rieht et the loading rack. 

And*ourt “Of ‘the same “spout. Bishop got 55 ¢allons of 
number one gasoline end peid 6¢ and Torgeson got 55 

Sai lone of number one @aesobine and paid log? 
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Q De you know anything ebout thet gasoline and what wés 
asked for? 

A In tis case it wes asked for streight run gasoline, 
tiird. structure, 

0 Thins StLruchure,gesoline? 

A Yes. 

9) You accompanisd the American man? 

A Yes. 

Q You hear? bin sik. 2or.whet?, Strebehte run? 

A Por straight. runeessoline. 

Q First Ol eel) the, [reassure Statenis tatemabl ,operaticn? 

£ Yes. 

a) They Dave no regular gasoline, what we call standard 
gasoline? 

A Not that — know of no. 

A Do you know whether or not this number one gasoline 
thet you ovought-et 1O¢ and 6¢ respectively was purchased 
gasoline, something thet they did not make at all? 

A Ne eennoh Vell you thet. 

Q I am instructed thet they do not make anything except 
trecvor Besolires, thatids the nexts product, and’ thet is 
what Torgeson the American bought et S¢ and the Cenadian 
man did not buy at all? 

A f D6Gst.0. diviernewith yoursir,ehtowass the same thing, 

A) Torgeson bought 55 gallons of tractov gasoline? 

A That 5¢ is the Montene tax being 55 gallons at 10¢ and 
Toe O¢eeivweaplaauyis not a purchesé ,thet is the tax on 
this purchese, 

Q it 16 .zasy ito -be -confused jabout ih 16!) Pt not? 

A fueLeweesy To be confused out you sée down here 55 gallons 
tax peid. 

Q Tas iivoree simply imésens.— and Dicervainiy went to explain 


it so thet the @Gommission will understend - Mr. Tergeson 
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R. F. Bostock 


bought 55 gallons of number one gasoline at 10¢? 
A Yes, 


And then we go down end you see an item of 55 gallons 


Ls 


ef number one distillete? 


A Yes. 


The invervening item 55 gallons of tractor gas is not 


nD) 


& purchase at all? 


A if iS NOt ea parchess, it is the S¢ state tex. 
a) He bought 55 gallons of number one gasoline at lO¢ 


and, Wien this is; simply a tax interest. And then he 
bought 55 gallons of number one distillate end then 
up comes Mr. Bishop to the refinery and he bought 55 
gellons of number one gasoline and 55 gallons of number one 
distillate? 

A Bie tL ai Le i. 

Q And the Americen paid #¢ more per gallon for the distill- 


ate than did the Canadian? 


A Yee. 

Q And you say thet this gasoline thet is whatever number 
1% is called, it is their straight run gasoline? 

A That is what wes asked for and that is whet they received. 

Q And as far es you know thet is the straight run gasoline 
thet they manufacture themselves 7? 

A They LS Peat. 

Q When you went to the Big West Company you accompanied 
the American? 

A jena 

Q And did he get served first or did the Canadian get served 
DLCeG fe 

A No the Cenadian got served first. 


Q And you were right there with him. As a matter of fact 
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rae) 


you were there over night? 

No we went back to Shelby and we went there early in the 
morning. 

NOU Srraveu there about 7 O* clock in the morning? 

lt Was ebout 7.15 o'clock. 

Were you the first customers served? 

No the Cenadian was the first customer served. 

and you were the second? 

Wo 7] would not say that. 

There might have been others before? 

Yes, 

You do not know of course, the name of the person there 
thet served you? 

Not the man on the rack, no, 

What was the operetion? Did you first go into the office 
and get a slip? 


yes. A Slip was signed to conform with the law. 


( Page 13,724 follows) 
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And the slip, .then the slip was filled out, as it were? 
Yes, from the invoice. 

The mechanism is, you go first to the office and place your 
ordsrs? 

That is right. 

The ordors, this documont in front of us £s completod and thon 


they are simply taken out to the loading rack and filled? 


Filled from the document. In this ease we pullod up to the 


loading rack first and we wore instructed to go into the offica. 


Now did Bishup and Torgeson go into tho office together? 
Nos 

Who went into the office first? 

Bishop. 

And “orgeson stayed outsida? 

Yes. 

You did not go in with Bishop? 

Wo, (ood t. 

When Bishup came out he had with him this document Bxhibit 
Poco). BO, pishon healt of Bxhibit "e27"% 40)9% 

YeSo 

And it was preparod, you say, by ono Flierones Leo? 

Su far as, tre small ticket thoy gave for ths filling at 
the rack it is signed by her and I imagine the t is to specify 
the gas has becn bought. 

LS e Blt tee tor up in the offica’ 

Yes. 

And you simply go out and get your order filled? 

Yos. 

And Florence Los prepared the ticket which was delivercd to 
the loading man’? 


Iam speaking of the imerican farmer. I did not see tho 
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ticket on the Canadian farmer. 


Q You do not know then? 

A No, 

% But anyway can you tell us this, that Mr. Bishop céme out of 
the office with the document Exhibit "627" (¢c), invoice 
No. 1902, cumpleted as we see herc today? 

A So far as I understand, yos. 

@ Completed and marked "Export" and marked "Paid" and all tho 
remarks on it, as it is today? 

4 All the merks which ave on therc. 

Q, And so far «as you know that was prepared by Florence Leo? 

A I Would not swear the invoice of Bishop was. 

Q Then we pass from thet to the Torgeson invoice, and you were 
present with Torgeson when he presented himself at the desk? 

A Yes. 

Q Did he say who he was, he didn't have his truck with him in 
the office? 

v2) No, the truck wes along sido whe office on the opposite side 
Gua FtTG: OPOad. Wo pullod away from the Loading réck up to the 
vuffice. 

& It may be important frr us to know whet happenod when you 
and Torgeson went in? 

A [didn't go into the offico, 

Q You didn't go into the office with him? 

Ls Noo 

Q So you do not know what passed betwecn Torgeson and the girl 
in the cffice? 

4 No. 

& But ho came out with the document Exhibit "627" (¢), invoice 


Nowa 9052 


A He came out with thet invoice as well as the small ticket. 
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Which wes delivored up to the loading man? 

It is @ smell memorandum marked "Paid". 

But this invoice which wo now have, the Big West Invoice to 
Torgeson, is what he had when he came out from the office, 
before he was filled up at all? 

That is right. 

THS CHALRMAN: I suppose it is marked "Paid" 
in ordor that you my bo able tu got it? 

Yes, he pulled away from the rack as soon as We Wore fillad 
up because everytuing Was in order. 

De you know what this signature is "Roceived by Bill Torgeson", 
What that is under there? 

LES, tGe Kel Loge, Gsyks 

is his initials? 

Yes, his.ovwn initials. 

And you say you do not know what he asked for but you 
instructed him to ask for straight run gasoline, or third 
structure? 

I instructed him to ask for "b" Grade gasoline for the simpl- 
reason I had soon the Canadian invoieo ang I knew what he had 
purchasede 

You asked him to buy the seme thing? 

Yes. 

So that you would be satisfied -- 

“we Wanted comparable products. 

Comparable to what Mr. Bishop had just bought? 

Yes. 

THE CHALTAMAN: You wanted to be sure of your 
comparison this time? 


Quite right. “we had too much talk about that, I was 
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questioned too much about thet the last time. 


I sce you made a more worthy offort than Mr. Yubert Miller. 


MR. HARVIE: May I ask a question? 
WR. FRAWLEY: Yese 
MR. HARVIE: Another phase which has dovelopod 


quite recently in connection with this purchase is the matter 
of oxchange and thet may as woll be cleared up? 

Miu. FPRAULEY: Oh, yes, wherc did Mr. Bisnop, 
What kind of money did Mr. Bishop use when ho went down? 

In this caso Mr. Bishop uscd American money. IT might oxplain 
that it was a rather sudden cali and I didn't have time to get 
to the vank.e Thursday night I got the eall to go to Montana 
and I left that evening and I had to get a Littic of tho monoy 
in Shelby, so it was American money that was used in ail 
Gases. 

MR. H&SRVIL: The guostion of exchanges did 

not come up in this case? 

I bought American funds all the way through. I didn't havo 
any Canadian funds. 

MR. MACLEOD: With rogard to this distillate, 
Mr. Bostock, is there not a 1 cone Federal tax payablo on 

that distillate? 

There is if it is not for foreign use, but in this cass there 
is ae foreign ---- 

These prices are Bx Tax? 

Yes. 

This tour was porsonally conductcd by OnE ae Le? 

It was. 

Bide ci0. Mins TOrge son. =< 


Mr. Kellogg. 
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Bostcek , me 


Mr. Kellogg, he was employed by you? 
Yese 
To make this round? 


TeSe 


t 


And wes remunereted, I suppose, for his services? 
Yese 

bid you see this map, the pricss thera? 

Yes, I have seen the map. 

Is that the same price which you have just given us --- 
MR. PRAWLEY: You are referring to 
Eehnipit, “oLlg"? 

MR. MACLEOD: en bite eLlers this: mea? 

The prices, £ do not quite undorstand you, Mre Macleod. 
You told us the prico at Great Falls quoted you by Graham 
and oss? 

That is right. 

Are those the prices quoted on the map? 

Iam not quoting the pricss off the map, I am qioting you 
what was given to me by word cf mouth. 

You do not know anything that took place at this Big wast 
Refinery? 

Not, with the exception that he paid for it and recdivod tho 
purchases that I told him to. 

You do not know what wes seid et all? 

In the office, no. 

It is rather unusual to buy a barrel at a tims, is it not? 
It is, yes, possibly it is but it was sold to him without 
any question so far as I know. 


You do not know that there were any representations made in 


the: ofr Lee? 
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Re PF. Bostock 


A No, I was not in the office at the time. 
Q You do not know what representations were made? 
A There couldn't havo been very much repressntations because ho 


was only in there for a very fow minutos. 


Q vid the person in the office havwe access to the License number’ 
Jd; Noo 

Q, To know whether it was American or Canadian? 

A In this case he could not, I do not believo. 

6) Did he look like ar American? 

A No, he Spoke likes one just like they tell me here, a Britisher 


down there. 

Q You do not know what he said as a matter of fact? 

A iO) ONO be I do not know what conversation took place in 
therc. Ther3 was a small conversation took place at the 
loading rack and just roferring to one or two empty drums wo 
had on the trucke 

Q So far as you know that applies to evory case where the 


American bought, you wero not in the officc? 


Li No » 
Q, You just gavo him directions and sent him in? 
& I told him what to get. 
q And so far as you can swear now you do not know what was 
said? 
A Inside? 
Q Yeso 
A Well he geve them the particulars that he wanted, he must heve 


given thom particulars becauso it is on the invoice. 
Q Of what ho bought? 
Yes. 


Q You do not know what he said about his address? 


gy é “Za a. Fs 
2 


£9 


Da b>  & 


Cj 


Lf 


F. 


~15 ,730- 


Bostock 


No, not so much, so far as making owt tho invoice but I 

expect when the invoice is made out to Bill Torgesun, Gonred, 
he must have given it to them. 

This ome O11, in Bxhibit “e6c7", you bought that at Conrad? 
That is the Conred refinery at Conrad operated by the Home Gil 
You Know they do not operate a refinery there? 

No, thoy operate the refinory at Groat Falls. 


That is merely storage? 


It is the distributing point with a loading rack. 
THER CHa TAMAN: What is that now, at Conrad -- 
MR. MACL&OD: Is not a refinery. 


The Conred Refinery is not sxactly a refinery, The refinery 
is at Greet Tallis. I think I specified the Head Office is at 
Groat Falls. 

And I think you told my loarned friend, Mr. Harvie, that these 
Customs Declarations go not only to the Canadian Sustoms but 

to the United States Customs? 

That is the State Government, not tho United States Government, 
the State of Montana. As I understand the Board of Equaliza- 
tion hes something, now I am not certain about that, but there 
is one copy goes for the simple reason the export papers are 
made out and placed in an envelope addrossed to either tho 
Home O11 at Groat Falls or wherever it happens to be, and 

the Customs broker mails that back to the refinery for tax 
purpOSEeSo 

Ono goes to the Canadian Government to cstablish thse fact 

that no Dumping Duty is payable? 

Payable? 

And one goes to ths State Government to show that that 5 cent 
tax is not payable? 


That is right. 
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Bostock 


So the truth or falisty of any declaration would havd to 
run the inspection of two governments? 

Yes, the pri¢s and the declaration is the same as it is on 
the involecs in all casos. 

Both the American Government, that is the State Government 
in that case, and the Canadian Government, would have to be 
satisfied as to the truth of the facts set out in the 
dcoclaration? 

That is quite possible. I vould not want to say anything 
about that because I do not know what their attitude is. 
TH CHAL AMAL : It is just qa bulk station at 
Sonrad? 

It is a distributing point. 

MR. MACLEOD: I have not oxaminod these 
carefully but I understand these invoices show, apparently 
they are differont in certain casos, the description for 
instance? 

I explained that when I was giving the invoicos. 

What is it? 

The "D" Grade on the one is for oxport purposes, that was 
told me by thc trucker, that it is the same distillate in 
all cases that was asked for, it is the samo, first grade 
distillate is what was askod for. 

THE CHALRMAN: That is the one you saw come 
out of the sama bulk? 

Yess 

Although the invoices aro different? 

Yese 

Ma MACLEOD: — - Trat is the Homo 011? 


YesSe 
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And you say tho fact that one is uescribed as distillate "Bp" 
ald the other i6 distillate "py" ~-- 

Has no bearing on the product. 

Has no bearing on the product? 

NO. 

And thoy are all the same in every respect? 

Absolutely. 

MRo FRALEY: Just one more question, 

Mr, Bostock, this was right in the refinery yard, was it? 
Yes. 

And the loading racks were Loading racks also used for tank 
fed Da iio Bs, 

Noe 

It was a tank-truck loadings rack? 

It was a tank=-truck loading rack. 

Ané while you were there at any of these placcs what kind 

of trucks were being filled, who seemod to be buying gusoline 
from them, whether American or Canadian? 

“ioLl while we were at all these points wo wero the only ones 
being filled. 

MP. MACLEOD: The Customs people at the Lino 
test distillates for gravity? 

They tested for gravity, every barrel. 

And they test different qualitiss liko that, differently 
described? 

All they have is the Customs Papers which are used, they make 
a gravity test and incorporate it on qa Sheet of papor for 
the Customs Brokers. 

Ts that different on the Canadian in this case, Oh; I soe, 


thoy just show the one? 
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Ra Fo Bostock 


vs) YeSe 

Q Bishop's? 

A Yes, in this caso just the one invoice they show. 

@ MR. FRAWLEY: Do you know how theso prices 
the American bought at, compare with the prices which he would 
havo had to pay if he had gone to the noarest wholesale outlet 
and not to thc refinery, for instanee the 9% cents he paid 
at the Home Oil, Conrad? 

A I believe the Exhibits I filed last weok, Mr. Frawloy, would 
oxplain that, the regular both pricos, which is cuitea bit 
higher than they buy st at the refiner), that is what the 
Exhibits were last week, the Montanu farmors!’ purchesss 
through tho bulk wholesals outlet. 

Q Now we have a Gumparison which is more exact in that we have 
two refinery prices? 

A Yes. 

Q Last week we had the Ganadian buying at the rofinory with 
the possiblity that the American was buying at the bulk out- 
let? 

A The ones I filed last week were Amcrican farmers. I think 


thero wore four or five, I am not sure, but there was only 
one actually purchased at the refinery and that was the Home 
Oil. 


Q At Cutbank? 


A I should say the Cutbank Refinory and the others wore bulk 
purchases. 
Q And you have not compared thom, have you, the prices at which 


your man Torgeson bought at the refinery compared with what 
your people bought last week at bulk points for the same 
gasoline? 


A Noe 
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But they are higher? 

The invoices last week are considorably higher than these. 
MR. MACLEOD: One other guestion. I think 
you said something about the American farmor q stomer not 
beinz a welcome customer at the refinery? 

Well that is, I have nothing to support that, so far as 
evidence is Goneerned but it is just the attitude that was 
taken over thore. I might say that in conversation with a 
party in Shelby, I do not know his name, a chap that 
hapooncd to be in the hotel, while I was making inquirics, 
informed me that most of the farmers buy through bulk 
wholesalc. 

Most of these rofinerics, I suppose, have retail distributing 
outlots? 

Yes; Mo3sy of them do. 

And thoy soll to jorbers and sell to distributors who retail? 
I imagine they sell to anybody who has the cash. 

So that they are really in competition with their own retail 
outlets when they would give anybody, the American farmer, 
gasoline? 

But when it is fcr forsign use it is different, it seems 

to bea separate fact that the farmer can come in and buy 
wholesale quantities. 

The Amcrican farmer is not a wolcome customer, is he then? 
That is just what I said by hearszy. 

And the roason being he is competing with really their own 
outlets? 

I am referring to possibly the major ones but as I was told 


in Shelby the farmers in that surruunding district mostly 


do not buy from the refinorics. They buy from the bulk - 
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Re. fs. BOStock 


wholesales. 

q And so any sales mada by the refinerics to them, those sales 
are competing with their own distributors or their own retail 
outlats? 

A Mot necessarily, beesuse most of the refineries, they have no 


DLE Ob Tlets. 


G They sell to distributors? 

4 Yes, jobbers. 

Q So it would be natural that they would not encourage the 
American farmer retail sale? 

A Possiblye 

tee Particularly a drum at a time. 
Mik. PRAWLEY: well where -is, IL em sorry; i 
thought you nad finishod. 

Q Wii. MACLEOD: I understand you furnished the 
funds to buy these? 

A YeSe 

Q And the reruneraticn? 

A YesSa 

q@ MR. FRA JLEY: Do you remember whore Wileox 


operates, Griazly gasolins? 

A Yes, at Shelby 

Q I just want to spend a minute cr so if we can in comparing 
the prices last week with these later ones. Now <enyon 
bought Grizzly gasoline at 18% cents from ‘iileox, in Exhibit 
MG LAI NG) 2 

A Tess 

a) And it seems perhaps if we took those, it is the Home Oil 
at Conrad, the Silver Star Gasoline which he bought, that 


Torgeson bought, he paid 19 cents for it? 
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A That is right. 

Q ‘“ig@ll now you say, I do not know whether it is classifiod at 
all or not, but it does seem to me that here “2s Kenyon buying 
ata wholesale outlet at 18% cants, that would be what wo cali 


up here the tank wagon price? 


A Yes. 

Q, The farmer's tank wagon price? 

4 Yese 

Q Ané your man Torgoson bought the same kind of gasoline roughly 
speaking, is that Stendard Gasoline, Silver Star? 

& The Silver Star would be comparable. 

Q VOll he paid 19 cents last week on this trip of yours and it 
would secm that certainly as to that gasoline he was not gettir 
the rofinery prices, he was getting the wholesale? 

A He was getting the wholesale bulk price. 

Q. ki is possible that he was getting wholesale, that they were 
permitting him to come into the refinery, use their refinery, 
this American farmer, permitting him to use thoir facilitiss, 
buy direct from the refinerios but giving him the wholesale 
outlet prices? 

A It is quite possibile. 

Q Then you see -- 


MAJOR LIPSETT: what is the oxact comparison 
there, Mr. FPrawlvy. I was not able to follow it? 

MRe FRAWLEY: If you take Bxhibit "614" which 
was filed last wekk, Mr. Commissionor, you will find Exhibit 
"614" (¢) shows that a man called Kenyon, a farmer, bought 
from a wholesale distributor callod \iilcox, Standard Gasoline, 
Grizzly gasoline at 18% cents. 


MAJOR LIPSETT: Ineluding 6 cents tax? 
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F. Bostock 


MR. FRA‘ILEY: Yes, that includes the tax. 
IVS: Which I understand is the 


MWRe FRAWLEY: ALi Pignt. That clarifies that, 
posted tank wagon price at Shelby? 


Yes, pardon me a moment -~-- 


MAJOR LIPSETT: New what is the comparison? 
WR. PRAWLSY: Jeo Shon senha yt oe 7. Wo) edie 


this morning and Torgeson bought, not "627" (b), Exhibit "627" 
and Torgeson bought 55 gallons of Silver Star gasoline from 


the Home Oil at Conrad. 


MR. HARVIE: It is a long way away. 

THE CHALRMAN: At 9 contse 

MAJOR LIPSETT; That figure has not been given 
USe 

MR. FRALEY: No, I am just trying to analyze 


these American prices to see if by any chanee they woro not 
refinery prices but tank wagon pruchases made at the refinery. 
MR. HARVEE: Acoording’ to BRhibit “oL9" Bhose 
are both tank wazon price. 

MR. FRSWLEY: Now, Mr. Bostock, Bill Torgeson 
Was paying Conrad's posted tank wagon price, not refinery 
price at all, but posted tank wagon price for the Silver 

Star gasoline whieh he bought? 

At the distributing point. 

MR. FRAWLEY: Yes, thon might I suggest to 
you ho paid posted tank wagon price for the tractor gasolina 
which he bought at 15% cents, which is one of the things yo 
Called our attention to this morning, posted tank wagon, 

Chet Vous dino be. here on Voor map, Bxebhipit "SLO", would At, 


tractor gasoline at Conrad? 
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There arc the three grades hera, the Ethyl, the House Brand -- 
Will Vou Litid- 1% for mo, i -cannot Ting it? 

Right there, there are threes grados, 18 is the third structure. 
This is not a third structure, thet would be more like Monto? 
eb Le it. It is comparable to what we call the tractor 
gasoline o 

Die isiw an sur sesctinae sho you, or is it so, that the Los 
gents that Mr. Harvie is calling our attention to here today, 
the 153 cents for the tractor gasoline, which he says compares 
with the 6 conts which Mir. Bishop bought, Mr. Bishop paid for? 
YES > 


And he shows us the comparison --- 


MR. HARVIE: 93 cents, I saide 
WITMEGS: That is 153 cents including tax. 
MR. HARVIE: And taking the 6 cents tax off 


Moe Gonus, a crings 10 Go Os ‘conts. 

MR. FRAWLEY: 9s conts. Then am I quite 
wrong in any suggestion I can make, he did not pay 15s cents 
at all, he paid 9% cents on this tractor gasoline? 

No, no, he paid 15s cents. 

But for the gasoline he didn't pay 15% cents, he paid 9 cents’ 
He paid the tax as well. 

That is your point? 

YeSo 

The point you make now, I just want to analyze it, the point 
you make is that it is 9$ cents he paid for this tractor 
gasoline, for the tractor gasoline itself? 
YeSe 

As against Mr. Bishop's 6 cents? 


YeSo 
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Bostock 


MR. MACLEOD: Just oxcuse mo, Mr. Frawley, 
I thinksthat 96 cents net is less tax. 

Less tax, yeSe 

So the pricoc he paid including tax is 15% cents? 

L5s eoents. 


Which is the tank wagon price? 


MR. MELTABERGER: At any bulk point. 

MR. FRAWLEY: Oh, those are tax ineluded 
prices? 

Yess 


Yes, then I am right back to where I was just before. iI am 
suggesting to you what Mr. Torgeson was paying at the Home 
011 Refining Company, - whatever Mr. Bishop from Lethbridge 
was paying, ~ that what Mr. Torgeson was paying were posted 
tank wagon) prices although he was being sarved at the 
refinery? 

That is right, that is pretty close to it. 

Then if that is so, then what we have is this, that the 
Amorican farmer was not getting the refinory price and tho 
Canadian farmor was? 

There is guite a distinction in the prics at the two points. 
Then perhaps you still make your point. What you say is, 
whethor it is by virtue of any understanding or not, the 
refinory price provails to ths Canadian farmer, or whatever 
it may be, there is a difference in tho price? 

Yes, definitely. 

That perhaps then boils down to this, when the American 
farmer goes in they refused to sell him at refinery prices 
hut charge him the tank wegon price, whereas when the 
Canadian farmer goes in he guite definitely buys at refinery 


prices? 
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Yeso 

MR. FATRBAIRN;: May I ask a question, you were 
not present on any occasion when Mr. Bishop made his purchases 
or filled out his forms in the offices of the different 
refineries? 

Yes, at the Cohrad refinery. 

You Were in the office with him? 

Yes, at that point. 

That is the only one? 


That is the only one I was actually in the office. 


MR, HARVIE: That Ls) the Home O11 

Yes. 

MR. PAIRBAIRN: You then heard his conversation‘ 
Ves. 


in fia Lane out the form? 


And do you know whether or not Mr. Bishop had any letter of 
introduction from any jobber in Alberta’? 

No, he had nothing. 

And the situation which was finally brought out by Mr. Frawley 
is virtually the same position in which you would find yoursel 
with the British American Oil Company here, if I went to ono 
of your bulk stations in the city or to your storage plant 
to get gasoline you would charge me, if you would sell it to 
me at all, you woulc charge me the retail price? 

You would pay the posted tank wa2on priceée 

If I was going there as a retailer? 

Are you speaking through the retail set-up or the wholesale? 
The retail set-up, if [I went there as an individual to buy 


gasoline at your warehouss. 
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MR. HARVIE: At the refinery or at the 
warehouse. 
MRe FAIRBAIRN: Take it either, at esithor yar 


refinery or your warehouse, you would sell me gasoline retail 
as an individual? 

We do not sell it that way- 

At the same price as I would pay at any one of your servico 
stations down town? 

No, we do not soll retail through the bulk outlets. 

But if you did would you charge the se. ? 

i do not quite get that because we do not sell it retail. 
You would in any event protect your retailers, ss you do? 

Woll we do not set the retail price. 

No, but you@e not sell, you would not seil to me as a Gitiazen 
here of Alberta, a retailer coming to any of your wholssalo 
plants? 

No, absolutaly not. 

I would have to go to your servico station? 

If you wanted a drum of gasoline, which the Alberta Government 
S706 1. 68 TasWoeing eOrgalions or over --- 

Then I cam buy at posted tank wagon price? 

We do not make a rule of selling anything less than one drug, 
AS gallons 


By the way, Mr. Bishop was also 6mployed by you? 


Yes, he was in this case- 

It was really the British American Oil Company that made the 
purchases, you furnished the money? 

Wo furnished the money but they made the pmrchases themsslvcs. 
THE CHa I RMAN: | Have you any guestions to ask, 


Mr, Granam? 
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MR. GRAHAM: No,. [ think not from this witnoss. 
THE CHAIRMAN: An Saab a 
MR... Aetile, SMITH: None, My Lord. 
THH CHALRMAN: Any further questions, any ono 


want to ask this witness any question, that is all, thank you, 


Mr, Bostock. Thank you. 


aenvrceereeesene 


GEORGE EB. ATT, having been 
recalled, sxamined by Mr. Harvie, said: 
Mr. ‘iatt, you have alroady given ovidence before the Commission‘ 
Yese 
And you are the Production Manager at Calgary for the British 
American Cil Company? 
That is right, 
And you were requested by your Company over the last few 
months to makc a survey of the Montana situation? 
I have made two trips to Montana. 
And it was as a result of the information you obtained that 
Exhibit "619" was prepared? 
That is. raght. 
How long did you spend in Montana in making these investigations 
Oh approximately three wecks. 
And two trips? 
Two trips. 
would you just give us in brief a picture of the Montana 
situation as you found it or as to the sale of products there, 
so far as they are concerned, how the business is carrisd on? 
I found in Montana that as a general rule they had the same 


system as we have in Alberta, that is to say, that they have 
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Watt 


at sach town a posted tank wagon price. lL also found in 
talking to the various members of the Oil Industry down there 
that they seemed to be anxious to maintain @ Sane and rseason~ 
able market. 

Can you classify how tho distribution in Montana is looked 
after, the wholssale? 
In a rough way I dug into this thing. I had not much time on 
my lest trip and I found there was about 117,000,000 gallons 
of gasoline sold in the Stato cf Montana in 1938; of that 
amount 67,000,000 was handled through the hands of the major 
compenios and the biggor refinories through their own outlets, 
that is through service stations and through their buik plants. 
That amount would be solé more or less in certain forms and 
at cortain prices? 
Tank wagon prices. 
Through what wo would call our line companies? 
The samc idea as we have hore. 
And comparable with the British American or the Imperial? 
Yes. 
That accounts for 67,000,000, what about the rest? 
About 387,000,300 gallons were handled through, in tank cars thro 

various distributors and jobbers, that is on a basis of 
2y to 3 cents under the posted tank wagon price. 
bo for that 37,000,000 galicns --- 
MR. FRAWLEY: Under tank wagon price at 
destination? 
At destination, that is right. 
WR. HARVIE: Are solid in tank cars? 


In tank cars. 
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At the tank car price which is, you say, 8 to 3 cents 
under the posted tank wagon prico?— 

Thet is right. 

Just give me some Lllustratiun of some distributor in 
Alberta that that would be comparable with, that is a tank 
Gar buyor and jobbor in Montana that handled 37,000,000 
Zalions, just for our information can you give us a 


comparable jovber in Alberta? 
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There- is one that comes to my mind. I do not think he ’is 
in business now. It is being handled by somebody else. 
That is a point at Taber. Andy Cannon was the man who 
rad that similar---- 

In other words he would have his owm tanks and buy in tank 
cars and distribute it? 

Yes. 

MR. FRAWLEY: Jamoron? 

Cannon, O-a-n-n-o-n. 

MR. HARVIE: That would be more or less one 
or two outlet points? 

Cannon had only one outlet point. 

And this 37 million would be more or less one outlet point 
in Montana buying tank car and distributing----- 

2 woul nOy Heil it down to that. There might be 4 
distributor there with one or two points. 

But not state-wide, in any sense? 

They be Pi geht. 

mew leaves 14 miliion. » Where does that 13° million’ 26 “ta? 
(hese are all approximate figures. The 13 million would be 
say H. L. Clack, the Farmers' Exchange at Billings, and 
the Westland Oil Company at Minot, North Dakota. 

How do they buy? — 

They buy on contract. 

By €@ Special contract, which would be more or less than 
the tank car price? 

f would imagine it would be less than the tank car price. 
They would be comparable with the Great West? 

The Great West and the North Star. 

Anc would get better than the normal hanteekebon Spread? 


Tap Le lent. 
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Have you anything further to add to that rough picture? 
Well, I founc, te. Harvie, 1t was very difficult to get 
information, that is information in the way of documentary 
evidence. in talking to the different members of the oil 
industry there they were very nice and explained the whole 
Situation to me, but you ask for something to substantiate 
it, 8nd well then, 1% ig a different thing altogether. 

What would they say? 

Well, they do not want to get mixed up in anything up here. 
pid. you get information from them that brought you to some 
eonclusion as to what prices were or anything? 

In my investigation I did not run across one account whe 
were purchasing at 6g cents F. 0. B. refinery. But that 

is NOt tO gay there were no acJounts, but I did not uncover 
them. 

The ones you di@ run across, was it more or less than 6%? 

It was more than 6h. 

You say you have had difficulty getting any evidence ag to 
this. Do you know of any way that the evidence could be 
Obtained? 

Yes. 

How? 

While these people in the oil business Jey: want to get 
publicity which might be harmful to them in their own State, 
they would be quite willing to supply this evidence for 

the Department of Customs tr be treated in confidence. 

You have assurances from them to that effect? 

Yes. 

Have you satisfied yourself that there would be evidence 
available that would establish, we will gay, tank car prices 


in excess of 6% cents? 
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The tank ear price. Yes, there would be evidenca to show 
that. 

As.fer as the information you have that you. think 

would ho available in that way, there would be same 
evigaenee that a fair tank car price would bo in.excess 

Gr, 62, center 

Meat 18,61 got. 

How about this special contract, thid 13. million gallons. 
Have you any information on that? 

You cannct get that. 

You cannot get that? 

NO 6 

Coa you Gould NOt g6u Loy 

Holt... Could mow, 

You cannot be of any help to the Customs as to where they 
might get that? 

Wo... You see, there are two situations down there. The 
distributor jobber would be loathe to give information in 
ease he was getting a very Low price, and if that came out 
it might be detrimental to him. He might have his contract 
cancelled. and for these reasong they are very loathe to 
give you any documentary evidence. 

so to summarize what you say, that it is a most diffieult 
thing to.obtain evidence in the form that would be of 
value to this Commission? 

heh Le et 

From the jobber trade? 

THeAt ses riehy, 

Or from the refining trade dealing with jobbers? 

That .is right. 

THE OHAIRMaN : You say that they do not want to 


woke of aenebive ed Aiwoy Statit eet poke 
: < are ‘ : . righ. 


} 


Intdy’ woy sage Ayal toy, sottamrote | ts 
h 7 1 ey or ey 5 

a nme. of Divow atadt . yaw tad? sf otgatiove on Bia 

; _ pasere 2] od Alyow eolug cap ned atet &) men nase a 0 a 

tine an 0 #0 to. ’ 

ee aoa Pout 

e {fay wo ei if gids ,tesmwunoe Igbseqe e Sieh al e y 

=f : le 

Tiedt mo ceitemrotot pra poy ovsE 

tant Foy jane got A 

Stadt tog, Jonnan vor 9 

oe 

Sit fos fos Sivos soy’ a a om 

_ . | | Joa Bisoe I Liew salt ei 

volt s#atw ot ee agoleg? sae af gied yaa To 6¢ foams s10% e 

tes? tog tigia i 

0 v6 oF dias noieldautie owt o¢8 ere? 60m soy oh ue 

i sotdampste? ey iy of orteel ad Aisor sagas tot ut inte. £ fey 

p ates ted th bos wel we Bers muutties. Bam. tl: RARS 

foetiec> sil Sead daaia oo «ahd nt Depeemiarap og ions md . 


: gy anal. Ys eee ee err 5% 
| at quivsol yrey sur yess sacysed Geelh “Ot 
i. : 


aniotiivye paasmoob ae. ae, 2 | 
i" 


ba v* 
mts 


= 


‘fee ithe gan so ale di headh wee weg Gace bcd. 


a 7 _ 


anaohi ys tee do, ~ 


Snolenlts mies of 4 xg 


-13,748- , 
G H. Watt. 
get mixed up. With whom? What is the mixing they are 
apprehensive about? 
Well, the thing is this, that already news has got down 
into Montana on certain phases of what is heing brought 
before the Gommission and you go to see a party and he is 
friencly with you down there and he says "iWfell, here is 
the state of aifairs; but I do not want my name mixed up 
es Be Because these people have to live together and 
naturally they do not----- 
MR. HARVIEL:; In other words, they do not want 
tO take Dart in a Tight they are nob in? 
1G 16 nos their Taehs. 
THs CHATRMAN: If they are concerned with 
Shipping into Oanada you would think they would hawe a 
further reason? 
MR. HARVIE: These are people, Mr. Chairman, 
that are not concerned. Theso are not refiners shipping 
to Canada. 
THE CHATRMAN: They are not refiners you are 
speaking about? 
MR. FRAWLEY: Well, they are refiners but 
not refiners who ship into Uanada? 
That L8 PLEhs. 
MR.HARVIE: Have you been in touch with any 
refiners in Montana and could you get any sort of infcrma- 
tion aS to the points we are discussingyY 
Yes, I have spoken to two but I am in no position to support 
if except by hearsay information. 
And surmise? 


Purmise, that is all. 
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G. E. Watt. 
It is that type of person you say would be prepared tc give 
the Customs lepartment the information if it is used 
confidentially? 
That! is) right. 
MR, FRaWLEY: Mr. Watt, do you agree with 
ir. Bostock that we are concerned here with three types 
of importation, the farmer importer, the small distributor 
like Trdmble,and the Texas Company? 
Thet is right. 
And am I right also in saying that when one talks about 
dumping or not dumping, one should get back into the 
American refiresr exporting and see whether he is committing 
an offence e or not or whether he is doing the right thing 
in exporting into alberta? 
Li think that is right. 
We go to the Big West Oil Company, and that happens to be 
wheres Mr. Trimble gets his gasoline, and am I right in 
saying tThataone,amst try. to find out if the average refinery 
tank car price at the Big West. Refinery is or is not 7 
cent. s,s andi ifiwe find that it is 7 sents or within a few 
decimal points of that, that then there would not be 
anything» wrong in selling it to Mr. Trimble for 7 cents? 
Thatiis right, aidihe, situa tion. 
We will, perhaps, hear something about that, Is it also 
true, we must then go to the Texas Company's refinery at 
Sunburst, Montana, the International Refining Company, and 
endeavour to find out whether or not 6¢ cents represents 
the average net-back at the refinery at Sunburst, at that 
particular refinery? 
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(eT We Ga 


And compare the net-back on what they sell in Montana and 
fdaho with what they sell to Mr. Meltabarger at in Albebta? 
TOA. eo Ce Ler ay 

Anc if it should turn out that they are getting at the 
refinery from Mr. Meltabarger's opposite in number down 
there, Mr. sarton, about 64 cents, then it would seem fair 
that they should sell to mr. Meltabarger at 64% cents. Is 
that the situation? 

Tat ig what £ understand is the situation. 

And what we are not able tc find out and which we may not 
Deteable )tTO Ting eu 1S what the International Berining 
Company sells to Mr. Barton down there at? 

Or if the Texas Company have jobber accohnts that they are 
selling to down there and the price they are selling it at. 
There are some steps there though, aren't there? as you 
understand, the International Refining Company sells to 
the Texas Company Delaware Corporation. do you understand, 
Soleo, wine. neyvusell all or tThelrvowipugy. Sverytliag 

to the Texas Company Delaware Corporation. Uvery gallon 
thats made in the International Refinery is scold’ to the 
Texas Oompany of Delaware, do you understand that? 

Diieve Desrd that but Lt heve no personal knowledge. 

We will ask Mr. Meltabarger about that, if he knows. But 
let us assume that is so for the moment. And then the 
next step is that the Texas Company of Delaware sells to 
the Texas Company of Canada in this instance and to the 
VexeasyComoany, @: California 2orporation, for the market in 
Montana, Taahc and Wyoming’ 

Lobelvevye that 2s isc. 


And the price at which the International Company sells to the 
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Delaware Jorporation we do not know and you do not krow? 
NO « 

This Commission does know the price at which the Texas 
Company of Delaware sells to the Texas Company of Canada. 
We know that. It is 64 cents. But the price at which 
the Texas Company of Delaware sells to the Texas Company 
of California we do net know? 

No. 

pay lf 94% nou proper, or do you agree that one should try 
and compare the 6¢ cents that the Texas Company of Canada 


pays with whatever sum the Texas Gompany, a California 


Corporation, pays to the Texas Company, Delaware Corporation? 


Well, I would think, Mr. Frawley, that the price to the 
Texas Company, California Corporation, should be the same 
price ag is sold to the Texas Company of Canada. 

Ll agree with you there. 

MR. HsaRVIb: If the quantities are comparable. 
76s, 12 the quantities are comparable. 

MR. FRALEY: “Ne do not know whether they are 
exactly the same or not. The only thing we know is the 

6g cents. Now, if Mr. Russell finds that 6% cents or 
something like that is what the Texas Company of Delaware 
sells to Texas California, then is everything a11 right, 
or do you understand th..t, Mr. Watt? 

The thing f am getting at, Mr. Frawley, is this----- 

THE CHalTRMAN: way sould 1% De all rignt? 

MR FRAWLEY : I wonder does that clear up 
this question. 

THE CHAIRMAN: If they are selling to some 
Other peoplG at something different entirely, other than 


their own subsidiaries. 
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G. HE. Watt. 
MR. FRAWLEY: Well, you see, we are trying to 
find out something---- 
THE CHaTRMAN : You are taking one thing at 4 
time, perhaps. 
MR, FRAWLEY: If the Texas Jompany of Delaware 
is selling to the Texas Company of California--~~first of 
Bi yovoe Seeiuuiere are aq7oy (or its" “in this: it a8 ae 


same thing, not knowing enough about this Texas Company 
MUSiINeEsS. i sey so and 1 say so deliberately, and © repeay 
it ad nauseum. That is the position the Pexas Corporation 
has put this Gommisgion in and I hve to do the best I 
@an LO clear the air. 

MR. MaCLEOD: We might be aple to give you 
Theat 20Tormaszion but you have not asked for it. 

MR. FRAWLEY: You have not told us what the 
International Refining Company has sold to the Texas 


Company of California for. That is one point I would like 


to know. 

MR. HaARVIE: Or-omner Jovperse 

MR. FRAWUDRY: Cne thing at a time. 

MR. MACLEOD: Ido not think it has anything 


to do with it. 

Let me say this, Mr. Frawley, tne Texas Company of Canada - 
f iam not quite sure of this - last year sold in the 
neighvourhood of 8 to 10 million gallons in Alberta. 

MR. FRAWLEY: Yes, something like that. 

IT do not know of a jovber in Montana who is selling that 
quanti ty. Clack. b believe) 2s Selting Over 5S million 
gallons, and the Farmers' Exchange about 2% million gallons, 


and the Westlaid Oil Company about 2 millions. 
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Yes? 

So that in the first place you have not got anybody that 

is comparable in Mcntan , «s far as i could finu out 

with the gallonage of the Texas Company. 

I want to just understand what you are saying. What you say 
ig that it is nct enough to have the Texas Company of 
Delaware selling to the Texas Company of California 

at 6% cents, that that still might be that they should 
charge the Texas of Canada more than 6z cants because the 
volume is not there? 

No, the other way around. Tam lcoking at, it, that there 
may be a better price to the Texag Company of Canada on 
account of the larger volume. There have to be like 
conditions. 

That is what I am saying. 

And I have nothing there comparable with the Texes gallonage. 
I do not know how much they allow for additional gallonage. 
mhet is Athe.point. I think we are of the one mind. 

If the Texas Company of California buys much more from the 
Texas Delaware than Texas Canada does. That ,is your 
understanding? 

Yes. 

The Texas California buys from the Texas Delaware much more 
than the Texas Canaua does? 


tT have no. figures. 


MR. FRAVLEY: Tet Se SOq cb sedu (nO bt 

MR. MACTEOD: I do not know whether it is go 
or not. 

MR. FRAWLEY: - We ar3 endeavouring to find out, 


Mr. Watt, whether the 64 cents which the Texas Delaware 


sells to the Texas Canada at is right and proper? 
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A Yes. 


MR. MACIEOD: The witness says he does not know. 
MR. FRAWLEY: That is what we are endeavouring 


to find out, in my submission. Perhaps I have misconceived 
the whole purpose of the Inquiry. I thought tris phase of 
the Inquiry was to see whether the 6d cents at which this 
gasoline is brought into Canada is a fair and proper price 
for Customs purposes. The first thing one thinks of 
comparing it with is the price which the same vendor, the 
Texas Delaware sells to another Texas subsidiary, the 


Texas California? 


Q We ado not know what that price is. T put 2b fo you sear 
that is determined to be around 6% cents you say that 
stiii does not mean that the Texas Company of Canada 
paying 6g cents is right and proper, because the volume 
is different? 

A On account of the volume. But it works out both ways. 

if the Texas California Cotporation is a larger user of 
gasoline than the Texas Canada, I would think it might 

be possitbie wo gét a Jower prico. 

A lower price than 6% cents? 

A t2s5 
MR. HARVIE: Everything else being equal? 

& Yes, Sveryibing else being equal. 

MR. FRAWDEY: Then the Chairman's suggestion 
we should explore, whether or not the Texas Delaware sells 
to anyone else than the Texas California down there across 
the Line? 


A Yes. 
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G. BE. Watt. saa aces 

We do not know really whether they do or not? 

I understand that there are small jobber accounts that the 
Texas Company have sold to. 

Which,the Texas Delaware or the Texas California? 
Galirornia’. 

Oh, yes, California. That is the second stage. But do 
you understand, as I do, that the Texas Delaware only sells 
to Texas subsidiaries, that is Texas Canada or Texas 
California? 

I do not know that. 

But there are people buying gasoline at that refinery 

other than Texas -subsitiiaries. That is so, ist not? 
There are jobbers. 

There are tank car shipments? 

wes 

fo” ,onveray 

Yes. 

In Montana, from the Sunburst refinery? 

That is what I hear. 

MR. HARVIE: Other than Texas owned jo»vbers? 
Other than Texas owned jopbers. 

MR. PRAWLBY; The first thing we do not know is 
who sells that gasoline to them? 

Oo 

whether it is the International Refinery or the Texas 
Deleware or the Texas California? 

That information will be given to the Department of Customs 
at Ottawa. 

Oh, yes. But the Texas Corporation has that within their 


own knowledge? 
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G. EB. Watt. 
Yés. 
De you understand that they do not even choose to disclose 
that to this Commission? 
so, i do not know, But, Mr. Frawley, I believe that this 
jobber contract is with the Texas California Corporation. 
It is sold from that, not from the Texas Delaware. 
No, from the Texas California, that was my understanding. 
And that runs about, it runs at 7% cents. 
Then the suggestion is, pérhaps, that that price, the price 
from the Texas California toe this jobbing company, Mr. X, 
that that should be compared, that 7+ cents shoulc be 
compared with the »rice of 6+ cents at which the Texas Canada 
buys from the Texas Delaware? 
That is right. 
Now, you said that you had evidence to show, that you could 
not substantiate, that a fair and reasonable tank car price 
was more than 64 cents? 
Well, what [ cannot understand, .r. Frawley, is this, if 
you have jobbers in Montana willing to pay the tank car price 
of 94 cents. 
Yes? 
If that could be got for 6% cents I cannot see these jobbers 
paying that large price. Now I could not find out what 
goes on in between. 
Who pays this 93 cents? What kind of jobber or what kind 
of intividual or company down there pays 9; cents? 
MR. HARVIE: The 467 million gallons. 
That is the jobber who is handling possibly 150 or 200 
thousand gallons, possibly up to half a million gallons. 


MR. FRAWLEY: You know, Mr. Watt, that even 
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G. HE. Watt. 
the Imperial Oil will quote you, will give you a quotation 
On 2 lank Gareprice that is only a matter of about a cent, 
it is only 1g cents for Esso and for 3 Star in tank cars, 
1s cents under the tank waggon price? 
Yes. 
Of course, nobody buys a car at that price. That is purely 
SB. OUCtation «1S 1 nous 
Vell, they arc paying in Montana 23 cents under. 
In wontana they are, but it happens that here the jobbers, 
the people that are in the business seriously, make a 
Bueetel Gonuracy and seu 6 wen us) under? 
Yes; 
6 cents and 5+ cents under? 
The situation is more or Jess the same in Montana as it is 
here. 
The jcbbers comparabie to the Texas Company, the Union 
Company, the Canadian, and the Great West, that they should 
be paying anything as large as 25 to 2 cents under the 
tank waggon does not seem sensible? 
iio. You mean to say that the Union Oil Company here 
in Canada? 
Reo 
Would be buying at 2¢ cents under the tank car price? 
Well, they would not do that, would they? 
No, .[ would think they would have a special contract. — 
We have them in evidence. It is about 6 cents under/j 
You have the same thing in »ontana, as far as I could find out. 
8ut on your Exhibit here, Number----- 
MR. HARVIE: No. "624". 


They only show three large jobbers down there, that is 
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G. EH. Watt. 
H. L. Clack, the Farmers’ Exchange at Billings, and the 
Westland Oil Company. 
Which, according to your evidence earlier this morning, 
accounted for only 1S million out of 117 million? 
Yess 
MR. FRAWLEY: What bothers me is the Texas 
Company of Canada if they were buying from the Imperial Oil 
in Calgary would not pay anything like ls or 2 cents or 
6 cents under the tank waggon? 
NO. 
They would pay about 6 cents under the tank waggon? 
I imagine the same as the North Star and Canadian. 
is it your suggestion, or do you suggest that the Texas 
Company's tankcar price should bs 2 or 3 cents under 
the tank waggon and that that represents a fair tank car 
price whicn the Texas Company should& pay? 
No, 12 did not mean that. 
What is it you suggest. On what basis do you think the 
Texas Company's tank car price down there should be arrived 
at? 
Wheat tf am dooking at are the figures which I gave, the 
67 MLLLLONs 
seer 
Sold through the big refiners to major company outlets in 
Montana. 
Yes? 
Then the next figure of 47 million gallons which is sold on 
a tark car basis of 2% cents or 3% cents under the tank 


waggon, and then the other 14 million is a very small 


percentage of the total gallonage, 
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G. BE. Watt. 
But the Texas Company's distribution would come within 
this first group of 67 million, handled through major 
company outlets? | 
Yes puuioentana . 
And a tank car price commencing, a tank car refinery price 
on that gallonage is a good deal less than 23 cents to 
© cents under the tank waggon? 
That would be on their own bookkeeping. 
Yes). that, 1s Cruces 
Which we do not know. 
But it wouli certainly be something a good deal less than 
2e to 3 cents less thar the tank waggon? 
I would think so. 
MR. HARVIE: invother words) thisv 67 rHisd lion 
gallons, these_are fully integrated companies? 


Wes, wiudiyyvyintegrated companies. 


(‘At this siage the Hearing was adjourned until 2:00 P. M.) 
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GoE.Watt 
GHORGE E. WATT, having 


been recalled, examined by Mr. Frawley. said: 

MRea FRAWLEY: Mr. Chairman, I was 
having some difficulty in cross-examination of Mr. 
Watt this morning because I was making assumptions 

and becoming very confused about the mechanism of the 
operations of the Texus Corporation at Sunburst. ir. 
Macleod will now admit for the record the following 
to be the facts and it will simply serve to clarify my 
examination of Mr. Watt, ani that is that the Inter- 
national Refining Uompany at Sunburst, Montana is a 


wholly owned subsidiary of the Texas Covporation, first. 


MRe MACLEOD: Mhat i8 in evidence al- 
reacy. 
LiRe FRAWLIY : But I am repeating it now. 


It is a wholly owned subsidiary cf the Texas Corporation; 
that the International Refining Company nas only one 
Gustomer for all of the’ gasoline manufactured at that 


plant, namely, the Texas Company. a Deleware Corporation. 


THE CHALRMAN;: - The only customer? 
MRKs FRAWLEY: That is the only customer 


of the International Kefining Company, the Texas Company, 
a Deleware Corporation. 

MAJOR LIPSETT: Is that the same company 
as what is called the Texas Corporation? 

MRe FRAWLAY: No, the Texas Corporation 
ls the head company. 

THE CHARMAN ; The only customer of the 
International Refining Company--=~ 


MRa FRAWLEY: Is the Texas Company, a 
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Deleware Corporation. 
WwAJOR LIPSETT ; Is that the name of the 
Texas Company? 
Re FRAWLEY: The Texas Company is just 
its name but it is a Deleware Uorporatisn, so one has 
to say, the Texas Company (Deleware), in brackets; 
then the next step is that the Texas Company, the Deleware 
Corporation hes only two customers. 
MRs« HARVIES: who is the Texas Company, 
(Deleware), owned hy? 
wk» FRAWLEY: It is a wholly owned suh- 
sidiary of the Texas Corporation. 
THE GCHATRMAN : We had better take that 
next. The Texas Company, {Dele ware). 
MRe FRAWLEY: The Texas Company, (Deleware), 
a Corporation, is a wholly owned subsidiary of the 
Texas Corporation. Then the third admission is that 
the Texas Company (Deleware), has only two customers 
With respect to the output of the Sunburst Refinery. I 
want to make that elear, it has only two customers with 
respect to the output of that refinery. 
THE CHAT RWA N: Just a moment, the Texas 


Company, (Deleware), has only two eustouers? 


MR. FRAWLEY: ~ Ves, lire Chairman. 
THE CHA Tia; YEBe 
MRe FRAWLEY: With respect to, I think 


you nmiust add, sir, with respect to the output of the 
Sunburst hefinery bedause that Texas Company, (Deleware), 
operates throughout the whole of the United States of 


smerica ani has thousands of customers. 


THE CHA IRMAN: The output of the Sunburst 
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Refinery. 
MRe FRAWLEY: Yes, kir. Chairman, namely-~-- 
THE CHA THAAN ¢ Now the Sunburst Refinery--- 
MRe FRAWLEY; Yes. 
THE CHAIRMAN: Is that the same as the In 


ternational you first spoke of. 


MR. FRAWLEY: Yes-it is, you.could say-=-- 
Re WACLHOD: Sunburst is the location. 
nite FRAWLEY: Yes, that is the Sunburst 


Refinery of the International Refining Company, if you 
want to call it that. 

THE CHAIRMAN: The output of the Inter= 
national Refinery at Sunburst. 

Mine FRAWLEY: That is a precise way of 
putting it; those two customers are the Texas Company of 
Canada, Limited, and the Texas Company, a California 
Corporation. 

Now then one more, perhaps, 

admission; the whole of the purchasesof the Texas Company 
of Canada, Limited, are brought into Canada. 

Mike MACLEOD: That ey cients 

MR.s FRAWLEY: We have that then, that all 
of the purchases of the Texas Company of Canada from the 
Texas Company, Deleware Corporation. is brought into 
Canada. 

THE CHA Inia: Let us be clear, your first 
statement was that the whole of the purchases of the 
Texas Company of Canada are imported into Canada? 

MR. MACLEOD: The whole purchases from 


~" ~ the Mexas-Gompany, Teleware. 
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THE CHAIRMAN : well now that is what I 
want to know. What the fact is, is it the whole of the 
purchases from the particular company? 

ite PRAWLE Y: I was confining myself to 
this ehain from the Sunburst Refinery, sir, that chain, 
£ think there in a chain there, sir. 

THE CHA LHAAN : I mean take the Texas 


Company of Canadax+-— 


Witte FRAWLEY: You could say “sain pure 
chases". 
THE CHAIRMAN: The Texas Company of Canada 


buys all from the Texas Company, of Deleware. 


MR MACLEOL : That is not quite true, sir. 
THE CHAIRMAN ; That is not true? 
Mie ihACLHOD: No, we buy elsewhere to some 


extent, third=structure, tut all our purchases from the 
Texas Company of Deleware are brought intc Canada, 

MRe FRAWLEY: All of the purchases that the 
Texas Company of Canada takes from the Texas Company of 
Deleware is brought into Canada. You can say that first. 
Re MACLEOD: You can say that all our 
importations are bought from the Texas Company of Deleware. 
THE CHA TituAt : How far have we got, that 

the whole of the purchases of the Texas Company of Canada 


from the Texas a aa of Deleware: are imported into Canada? 


Linke FRAWGEY: Phat is quite correct, sir. 
THE CHAIRMAN; Now will we go further or 
not? 

MR. FRAWLEY: | Now then, one last admission, 


that the purchases of Texas Company, California, from Texas 
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Deleware are sold in the states, in various American 
states either through its own marketing organization 
or to independent jobbers aud distributors. Now.if 
iaYe Macleod would just, for the record, say they agree 
with those statement of facts. 
MRe MACLEOD: We dos 
Q ike FRAWLEY: Now, ir. Watt, I just have 
some very few more questionse=-= 
THE CHA TRAN ; It may not be important 
and probably is not or you would have dealt with it, nut 
I would like to know if we have any admission concerning 
what produets, if any, are imported by the Texas Company 
of Canada, which are purchased in Canada or imported after 
being bought from some company other than the Texas Company 
of peleware? 
MRe FRAWLEY: We have a lot of that in the 
general submission of the Texas Company. For instance all 
of their lubricating olls and greases are imported. | 
THR CHAIRMAN: If it is all covered we need 
Rotugol over sb sagain’ 
MRe BACLHOD: Lt Le covereds | Thesiacs 16 
that, I think all our imports are bought from the Texas 
Company of Deleware either at Sunburst or Port Jrthur, but 
ell our purchases are shown in the tables-++~ 
THE CHATRmAN: All your gasoline is brought 
in through the Texas Company of Deleware? 
MRe MACLEOD: Yes. 
MR.e FRAWLEY; All the Q and the Ethyl. The 
third-structure is not brought in except in small part, it 


is purchased in Alberta. 
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THA CHA IRMA N: HAN Bieivts. 
Re FRAWLEY: Now ir. Watt, bearing in 


mind this statement of the procedure of the Texas 
Corporation, you are directing the Commission's attention 
as I understand, to these sales ty Texas California to 
certain independent jobbers and distributors in the State 
of Montana? 

Yes. 

And your evidence this morning was that you are aware of 
one of those salesin any event from Texas California to 
some independent jobber at 72 cents at the refinery? 

At the refinery. 

7z cents at the Refinery? 

Yeso 

And you call attention t» that, I presume, with the sug- 
festion if Texas California sells to an independent 
jobber at 7% conts at the refinery, the Texas Deleware 
should not be selling to Texas Janada for 6¢ cents? 

I qualified that by the question of quanvitye 

Of quantity? 

Yes. 

Having that factor, if quantities are comparable, if 
some independent jobber in Montana or in Idaho or down 
there is buying 8,000,000 gallons a year from Texas 
California and is paying 7% cents, then you question 

the propriety of the 64 cents price from Texas Deleware 
to Nexas canada? 

That is right. All being of the fair market value. 


That is all I meant when I was questioning it? 
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And you are not able to give the Commission any par-« 
ticulars or any supporting data with respect to that 
7% cent price, thatois true ia it not? 

Arrangements will be made to furnish that to the De- 
partment of Customs. 

Yes, I know that, tut I am speaking of the Commission? 
I am not now, no. 

And that is all of the information which you have of 
any price at the refinery, at the Sunburst Refinery, 
other than the 64 cents of which we know here, as 
coming into Canada? 

Yese 

wie FRAWLGY: All right,thank you 


mire Watt. 
TO GR. MACLEOD: 


That 74 cents price, that is a sale, that is in ocnnect- 
ion with the sale from a co-ordinated dealer, comparable 
With the Texas Company of Canada? 

From the Texas California Oorporation to an independent 
jobber. 

A corporation that has the same relevant standing in the 
chain as the Texas Company of Canada? 

I presume so. 

Purchasing from the same vendors? 


MRe FRAWLEY: No. 
vine MACLEOD : Yes, I mean that sale you 


spoke of is from the Texas Company of California, that is 


right is it net? 
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Wells--- 

It must be? 

Well would that be comparable? 

I am not talking about comparability just now but it 

was from the Texas Company of California? 

[t was from the Texas Compauy, & California Corporation 
to a jobber. 

And that you know, and according tc the admissions which 
have been made, the Texas Company of California is it- 
self a purchaser from the Texas Company, of Deleware? 
But the Texas Company of Canada would sell to a jobver 
in Ganada at 6% cents. 

IE do not know anything avout that and I am not asking 
about that just now. What I am asking you is that wouid 
he a correspondiug sale to a sale made in Canada by the 
Texas Company of Canada, Limited; it occupies the same 
position in the chain? 

I would think that the Texas Company of California and 
the Texas Company of Canada would be upon the same basis. 
They both buy from a common vendor? 

Yes. 

And when you speak of this tanx car price, that is the 
price which you say is 25 cents or 3 cents undem the tenk 
wuggzon price? 

That is right. 

And you say you know of no sales as low as 6¢ cents, when 
you say that you mean the ordinary tank car? 

Well I was not able personally to come across any. 

You have not investigated any large purchases such as 


Olacx or anything like that? 
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You have no idea what he buys at? 

No I have no idea. | 

GY any ether-purchaser of like magnitude? 
No 


Company's prices. 


‘When you talk about tank car prices,~---- 


Well the information I’ got, Mr. Macleod, was this, in 
selling to tank cars to jobbers, that the tank car price 
is 2g to 4 cents under the tank, I mean the tank car 
price is 24 or 3 cents unier the tank waggon price. 

And you know, do you not, that jobbers in quantity get 
lower than that? 

I would expect they would, 

As you told my learned friend, in this country they get 
6 cents under? 

As I am told? 

TIT mean in your examination this morning, you admitted 
that jobbers here or distributors, like the North Star, 
got as much as 6 cents? 

I do not think I gave any price like that. 

MM Tere Tact ie Wo nour 

I am not conversant with that. 

What would you call the tank car price here? 

The tank car price would be, I think it is 23 cents under 
the tank waggon. 

But you know that the big jobbers here get very much 
less than that, get much more discount on the tank wag- 
gon price than that? 


That its what I have been told. 


» L was not able to get Click's prices nor the Westland Oil 
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Q And your searches would show that the same tuing was 


true in »ontana? 

A I would think that a large jobber there would be able 
to get a price better than tank waggon. 

Q {en? 

A If he tad the volume. 

Q Your investigations have not enabled you to give any 
definite information on that? 

A No, I have no definite evidence of Clack or Westland 
Oil or the Farmer's lixchange. Those are the three. 

Q Mins HARVIE: Those are the three in 
Exhibit "640" which are shown in that classification 
and the only three which are shown? 

Q MRe MACLEOD: You are not suggesting 
that those three, that that list is exclusive’? 

A No I af not. 

I mean your condition of mind is you do not know what 

big jobbers or big purchasers or pay? 


lt have no evidence of that. 


TO ike MULTABARGER: 


Q Is this a large jobber who bought this gasoline? 

A No, a small jobber. 

Q At a single tank car price? 

A Oh no» You mean, one tank car in a year? 

Q No, I say this was a single tank car purchase you are 


stzaking of at 7% cents? 
A It would be a jobber who possibly tought in the neigh- 
bourhood of 100,000 or 200,000 gallons 4 year. 
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As against our purchases of more than 6,000,000. 

You know of course this 7¢ cents includes 1 cent Tl. S. 
Goverment tax, deegn't it? 

No, £ do not know that. iy understanding was---- 
Well now just whate---= 

THE CHATRWAN: Just a minute, finish 
your answer. 

My understanding was that the 7% cents was the price 
F. O, Be the refinery. 

ite METLABAKGEN ; That is right but that 
includes, you know that includes 1 cent U. S- Government 
bax? 

No I do not know that. 

Do you know that it is a fact that all gasoline, all 
wholesale sales of gasoline, all sales of gasoline in 
the States carries a 1 cent Federal Tax plus-<-- 

Plus 5 cents State Tax. 

PIUS 9 Cents Htave Lax or whatever it is: 

MR. HARVIE: It is all according to 
the contract. 

MRe WHLTABARGIRE : Ln other words, the 
Federal Tax is ou all gasoline, it never varies fnon 
one week to another, that is throughout the Nation? 
Well it was my impression, wr. tieltabarger, that that 
was the 7£ cents. 

Mive HARVIs: pid or did not include 
the cent tax? 


That it would tiot, that the cent tax would be on top 


of that. 
MR. MELTABARGER : Is it not a fact that the 


Federal Tax must Le on all refinery sales? 
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I have no evidence of that. 

How long ago was this sale made? 

I think within the last year. 

I submit to you that you have no evidence that the Texas 
Cohipany, a Galifornia Corporation. is selling to any 
jobber or distributor of gasoline in the State of Nontana 
av the present time? 

That might be right but I am saying that the evidence I 
am giving is that within the last year or eighteen months, 
that you have been selling to a jobber in iiontana. 

We used to sell. I agree, we used to sell to Clack but 
they do not any more. You know that? 

No, £ do not. This Exhibit here will give the names of 
the refiners who are selling to Clack. 

Well I ade you again, did you find any evidence that the 
Texas Company, a California Corporation, or any sub-= 
Bidiary, any Texas Company Subsidiary, is selling to any 
jobber or distributor of gasoline in montana? 

At the present time? 

Yes, at the present time? 

L didn't check up on that. 

Or within the last six months? 

No» The one piece of evidence that I was using, was a 
contract which expired some tine in 1938. 

WRe MELTABARGIK : That is all. 


THE CHATRiwAN: Any further questions. 


TO WR. GRAHAM: 
Just one question I wish to ask, in conversation with 


you, Mr.» watt, I was interested in one point you made, 
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what i8 your owr opinion of the position of the oil re- 
fineries in Montana, that is as to the future, have 

they been finding further markets for Montana crude and 
Montana refined products? 

J ust from conversations which I have had. 

Yes? 

And which I cannot substantiate, they seem to have the 
idea that their markets were stretching out. 

Extending into other States? 

Into other States and ‘vhen I was there they expected an 
iuerease in the Grouy three price which would enabl2> them 
to extend stili further than they are at the present time. 
Then I think they have been able to take advantage of 
reduced freight rates? 

There isi;a reduetion in the freight rates which will 
allow them I think to go further West. The Group three 
will allow them to go furthor iast and this reduction in 
freight rates will allow them to go Trurther West. 

I think you made a comment, whether it is too optimistic 
or not, but I judged that the Montana refiners look 
towards the day when there will be a searcity of crude 
in Miontana to supply that market which they hope to get? 
That is their hope. | 

If that came about, of course, I presume that Montana 
refiners are nc different from.our own, and they will 
seek the market that offers the highest price for their 
products and a great deal of the present competition in 
Alberta, the Southern portion, would be removed by that? 
© wouldsthinky pf they eould find a market in their own 


country that they would not bother with the Canadian 
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GQ Yes, thank you. 

A But in the meantime the companies operating in Canada 
ara Dearing the burden of this competition until this 
situation is cleared. 


Gi, Perhaps while the companies have to bear that over that 


short perilodve-= 


MRo HARVIE: why "short"? 
a) pike GRAHAM: The Canadian farmer is 


reuping some bsnerit? 
A The Canadian farmer in the South at the expense cf the 
Canadian farmer in the North. 


MR» GRAHAM: Phat is all. 


TO Mie MACLEOD; 


Q, Just along that line, you know as a matter of fact that 
at the present time Montana is importing quite a con= 


Biderable amount of gasoline? 


A From Wyoming, yes. 
Q Wyouing and I think probable East too; at all events it 


does import? 
il Lt does import. 
Q, Are you prepared to say that last month they imported 
40% of their consumption? 
A No I cannot say. I cannot answer that, 
Q That on av average they imported 25% of their consumption 


of gasoline from outside the State of Montana? 


A L did not go into the crude supply market. 
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TO MR. FAIRBAIRN: 
Q Mr. Watt, when did the British American Oil Company 


first establish refining facilities in the Province of 
Albertas 

A <t think 1933 at Coutts, Alberta. 

Q Yes, and until that time you were virtually in the 
position of a jobber? 

A We were, yes. 

Cy You retailed the products which you purchased from 
other refineries? 

A We wholesaled and retailed. 

Q Wholesaled and retailed? 

A Which we, purchased from supply points. 

a) And those purchases would be made from the Imperial Oil 
Refinery and other refineries in the Province of Alberta 
and ijontana? 
wRe HARVIE: And Wyoming. 

MR.e FAIRBAIRN; And Wyoming? 

A Just the three. 

Q And your purchases up to the time you established your 
own refinery would be made from the Imperial Oil in 
Albexvta and Montana and Wyoming refineries? 

A For the Province of Alberta? 

Q Yes? 

A Mostly I think from the Imperial refineries in Calgary. 

Q You did make purchases from Montana prior to 1933? 

A I cannot answer that. 


Q Or from Wyoming? 
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A I cannot answer that. There might have been special 
gasolines imported -- --=--+ 

Q, Yes? 

Bu’; I cannot answer that. 

Q And since the establishment of your refinery, yca have 
purchased erude and crude oil from outside the Provinee 
of Alberta? 

A Since we have established our refinery? 

Q, Yes? 

A We were purchasing our crude in Montana for our Coutts 
Refinery. 

Q, And refining it in Alberta? 

A ind refining it in Aloerta. 

Q In other words you chose the cheapest market? 

A Well it was the market and the nearest market. 

Q And the nearest market and also the cheapest market 
s0 far as you. were concerned? 

A You see we hac no crude production in alberta to any 
EXtent in 1933. 

Q, You could have rurchased from Turner Valley? 

A No sir. 


Q Why not? 


A Because there was no erude in Turner Valley to speak of 
Lik LOG. 

a Lt pee, 8O you went where you could get the product you 
wanted? 

A The hearest markets. 


Q Exactly? 


A For the erude. 
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Now in your course of dealing with Agriculturel accounts 
you have no doubt found thet in sections of Southern 
Alberta - I do not refer to the sub-marginal sections 
that we now know are virtuelly grazing propositions end 
i gO net reter to the pest dry lend °= but tn the inter 
mediste Where over @ period of years the averages. pro- 
GuUCtIOn experience has been esround fourteen to. seventecn 
bushels per ecre, you heve experienced that tne farmers 
in thet locallity have been obliged through economic 
conditions to re-establish what may be termed the 
agricultural e¢@conimic ferm-unit and develop their 
type of agriculture into power agriculture as far es 
OGwer machinery is concerned. That hes been part of 
your experience in the merchandising of your products 
hes 1t not?-ft-will refer to’the areas of, we will teke 
Garmangey, Barrons, Nobleford, New Deyton, Milk River, 
Warner, Coutts, and the areas Hast of there, Foremost 
and north to Bow Island, excluding the irrigation area, 
thet in those areas the everage farm unit has extended 
in size to meet economic conditions and production 

the fermers in those sreas have develnped the use of 
farm machinery that is true is it not? 
well Mr. Feirburn [ heve not been in the marketing end 
of the game since 1935. 
Well pricr to thet time, rricr 76 1935 hae it not been 
the experience of your Company that in certein sections 
where the average production in whest in areas which are 
exclusively wheat producing areas, the ferm:rs have been 
turning to power mehhinery to economically produce the 


wheat thet their land will produce? 
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I think “that condition goes beck prior to 1935 for many 
years. 

Truss’. 

Farmers have been going to power machinery in place of 
horses for many years. 

And thet epplies to these areas of low average production 
over e period of years where grain growing is the essential 
crop that nature permits them to raise, that is true is 
it not? 

They Ls TP. 

And it is also true that in those areas one of the main 
phesss of Operation costs, in’ their prodwetion, is thse 
price of Tuel+to operete their machinery? 

1 te nk Chey Ls Treht! yes. 

You are elso aware that prior to 1935 farmers could obt&in 
from Turner Velley whet was known as casinghead fuel or 
eile perro beiusei sor first’ run, from the gun barre), at’ a 
very. cheep price? 

I know thet they were able to buy naphthe. 

Yes. 

In Turner Valley at a cheap price but thet did not con- 
stitute thet it wes a cheap fuel. 

What? 

Thet does not mean it was a cheap fuel. 

But that was the cheapest fuel they cauld get? 

I think thet the aversge farmer today turned away from 
the t because he realized it is not a cheap fuel. 

And they went to the montane fuel? 

They went to the Montena fuel. 

They were able to get thet cheap fuel from Turner Valley 
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It was there for them if they wanted it. 


But within the last two years that source of supplies 


‘has been cut off to them? 


I would not sey the source of: supply has. been cut off. 
But naphtha hes decreased in volume very rapidly in 

the last few years and the farmer going down to Turner 
Valley wes not essured of his load and that was another 
agegrevation on top of the other thing , and the demand 
from Turner . Valley hes cecreasec considerably. 

ind it is virtually impossible today_for,4. farmer £0, 

eQ. to tener Veildey-<cnd purchess eny of thet cheep fuel? 
Sh noe’ tPcrodnstencendhisryecarcetonwewe! builteup a4 supply 
of naphthe et our plant end we had to turn it back into 
the pipeline and bring it in to the Calgary Refinery be- 
eatse there;were no purchasers. I would think Mr. Fairburn 
that the naptha as a product for the farmer has lost favor. 
It BesbGéen misolated bypbelterocucls ofteosrmilar price 
from Montena? 

MR, HARVEY: Sandy trom Other refineries? 
Tt is Gniyitns Southern partecrittihe Provinee that hes 
been replaced by. Mont «nay 

We eresmanutecturinesasfuel now to take the place of 
naphtnhe. 

MR. FAT RBURN: At the price of the Montan 
fuel lor the previous naphthe? 

i cannot answer you right offhand, I would have to get 
the prices. 

ButsAny LS muchdinesReess, of theses pricesitis dtiunot? 

T do not think it would be much in excess but I imagine 
it would be a higher price fuel because it°is a better 


fuel and the farmer realizes he is getting morse out of 
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thet fuel then he did out of Turner Valiey naphthe, 

Now, Mr. Watt, as a representative of the Oil Industry 
and one of the largest corporations engaged in supply- 
ing the public demand, you of course will appreciate 
thet in dry land agriculeture today the main probiem 
facing those engeged in agriculture is cutting down 

the cost cf production to the minimum in order to meet 
the Bompetition on internetional markets. That is true 
te 10 nou, 

The same thing for every class of business, even in the 
refinery business. 

And to your personal knowledge has your company or the 
Texes Corpor tion, involved as it may %*e with its inter- 
locking subsiduaries and so on, has any product been 
developed to sustain this agriculetural industry which 
was here before you entered the field anc will be here 
probably after you depart from the Petroleum field, in 
meeting the prices of Montena fuel or a cheap price to 
sustain the egricultural industry. 

As I said a few minutes ago thet we have been manufactur- 
ing a fuel to take the place of naphtha and I suppose the 
other imported fuels. 

Yes; 

But if the price which we receive from the sele of thet 
fuel is tess then the cost of menufacturing then I think 


it would be foolish to go end sell goods for less than 


cost. 


And it would be foolish for the farmers to huy your product 


when they cen buy as good cheaper. 
Tf it were evailable for them I would say the farmer 


Would @c amd buy where it i= cheaper. 
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If the Petroleum Industry in the Province of Alberta 
Gannot; meet) jhe requirements of agriculture in. providing 
these fuels checply as they cen obtain them legitimetely 
otherwise, then: they should be st liberty to obtain them 
where they cen obtain them? 

You have to remember of course Mr. Fairburn thet you heve 
a situation where you heve your crude field and you have 
Pour your mwerineries close to the Internetional border line 
ands in Montena you have a different picture entirely to 
Wire your Weve, inhbente..« You, naveponilyjione. real oil field 
in Alberts? 

Do you suggest that egriculture of Alberta and the future 
of those engaged in it should be sacTificed? 

No. 

For the advantage of the British American Oil Company or 
the Texes Company? 

No I think the British American Oil Company would be tick- 
led to deeth if they were in a position to supply the 
Cenedian fermer or the Alberts farmer with a product 

that fits his need et a lower price then what Montana 
gives him. 

But if they are not in a position, if your company and 

the others ere not in a position to do so then you wuld 
néeturally have no objection to the farmers acquiring their 
products where they can? 

Providing thet everything is all right. 

Whet do you mean all right? 

Well thet you heve your customs on the other articles of 
manufacture. well put it this way, if those products 

heave been brought into Canada at a less price than 

the Montena farmer cen purchsse them at then I think 


there should be a revision by the Department of Customs, 
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to go,into this thing end setisfy themselves thet 
everything is elb right, 

You are suggesting you ere more concerned with-the 
fimerican farmer then with the Cenadian? 

No Mot necessarily. But 7 am only talking on the 
question es 1 understand it todey. We eré up here on 

the quéstioh of Castoms. 

fnd the future of your Industry you suggest is based 

on Customs practice? 

in this perticuler phase that we are dealing with, yes. 
find thet the Devartment of Customs should take what 
steps are necesser” to protect your Industry at the 
@xpense probebly of Agricultires 

Welt 7T think im all Telrness thet there should be some- 
thing done. Then ses whet we can do. If this merket 

is regained it might meen a reduction in costs aes far 

esl eae cretlineries ere concerned end possibly a reduction 
ii pryce, Mi You ‘eke owey 8 portion of the busimecs 
then the cost is increaced for the remeinder of the bus- 


iness. 


Whet proportion do you suggest thet the consumption of 


4 


Llberts Iuel products 


1 


by farmers is filled by the Montena 
merket*® Thet is direct purphases by farmers of the Low 
erade fuel. 

ind thet purchesed by fermers and those importing for 

the farmer trade? 

Possioly. iw ts Immaterial “eas fer es ine Termers are con- 
cerned. 


. think tne Pfieure is around two midlion eellons, Mr. 


Frawley. 
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MR. FRAWLEY: Well including everybodys 
importations the Texes Company end the small distributor 
like Trimble and the fermers, 12.95% is the proportion 
of sales due to the importsetions from Montana. That is 
CLebt Mr. Appleton is Lt? 

MR. APPLETON: Yes. 

MR. HARVIY;: I think there is evidence 
for the Tirst five months of this yeer thet has been in- 
creased to 18%. 


MR. FLIRBURN: Can you give any assurance 


to agriculture in Alberta thet the reserves or the sourcess 


of supply thst you have within the Province are able to 
maintain the requirements of agriculture in the low grade 
puels? 

I think that information has already been given to the 
Gommission by experts es to the life of the field and the 
barrelage to the acre in the fisld. 

Any suggestion es to en inereese in price oceasioned by 
limiting your source of supply to Alberta? 

No. 

po you really feel Mr. Watt, under existing conditions 

in this crisis in woich we find ourselves at the present 
time, that there is any sound justification for disturb- 
ing even the precerious condition today in which agric- 
vulture is, by interfering with the source of supply of 
tractor fuel? 

My answer to that is that I think the oil companyies in 
Alberte should do everything thet they can to try and 

get this market beck and to be able to supply cheap fuel 
to the Alberta farmers if it is within their ower to do 


SO. 


% f 
a kh Gey hs Ler 


a ee wah nee 


ai ey) 


% 
a 


Beant hey oy gat 


Pay a IN ie 
bE ic Se. 5 - ey 
feet "einind 
. 


ous f at uy ct 
eer pl as 


cist Oe peti’ 


+ 
is + ue rare _ 


mi Ad 


Sr agiagmoy Live mi? 
LEY oon =? : 


ag 


a7 
rr — 


ws : whine * fis 


# 
43 


Pa5 

8 

Go. Ee 
@ f 


° die 


Q 


A 
ES 


-13,783- 


Watt 
Welch 


Up till such time es they are eble to do so there 
should be no objection to them obtaining the supplies 
they are precently obtaining? 


I cannot answer you for my company. 


MR. FRAWL&Y: et iss reat 
THS CHATRMAN: Any questions. That is 


all thenk you Mr. Watt. 


GEORGE A WHLCH (Having been 
duly sworn testified as follows.) 
MR. FRAWLSY: Where do you live? 
My residence is at Havre, Montana. 
You live et Have, Montena, and you are associated with 
one of the refiners operating in the State of Montana? 
The Big West Fil Company at Kevin. 
The Big West Oil Company Refinery at Kevin? 
YA6.c 
What is your capacity with thet company? 
am calied “special representative, 2 am in the Sales 
Deperiment. 
You are in the Sales Department? 
Yeu 
That is an integrated company, producing, refining and 
merketing? 
Se 5 
You are only concerned in the merketing department? 
Dey “bet esd 
You heerd the evidence that wes given this morning? 
Tou Sli. 
By Mr. Bostock? 


Yes. 
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You have some knowledge’of the importetions. This whole 


‘question of the importation of Petroleum products from 


Montena into Alberta? 

T heve some knowledge of it. 

yes, . Now do you agree thet it can be rather sharply 
divided into three classifications, imports by the farmers 
import by the medium distributors and import by the 

Texas Comneny of Canada? 

iL think ubet is rient. 

Thet, seems to be a fair classification for the intelligent 
understanding of the problem? 

Yes. 

Now you have no knowledge I suppose, you cannot give the 
Commission any essistance with regard to the Texas 
Compeny's importations? 

No 2 eeanno ty, 

Vu wegerd Gg. wie Second Cleese, whe smaller distrioutor 
imports, it seems thet one Trimble of Calgery rather com- 
DlegelLyY represents thet. cless of importer does, he: not? 
Yes.i woula sey so. 

He perhaps is as big an individual importer as any in 

thet smaller cless? 

I believe. 

And.at the present time he is buying his requirements 
Clistiy rrom your refinery? 

ede Le her ds 

So you would know something about the prices which he pays 
end conditions under which he obteins these products «ct 
your plant and exports them into Canada? 


Yese 
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He told us he wes paying 7¢ for straight run gesoline 
that we call -- 

No he pays 7¢ for A grade gasoline. 

Seven cents for grade A gasoline and 5S¢ for third 
structure gasoline, whet we call third structure or 
straight run gesoline and 43¢ for distillate when he 
Can 2er 10. ATS  tnoses correct, those prices’ dorrect? 
That 5¢ for straight run gasoline, that is a tractor 
gasoline. 


That is a trector gasoline? 


We have speciiications. Thet is called in your company 
D gesoline? 

That LS TEenvs 

Grade 1) gasoline. You say thet is a tractor gasoline. 
Do you distinguish that from ordinary third structure 
gasoline? 


Yes. 


You would put it one classification below third structure? 


Third structure we call C grade. 

You Cali] <0 grace? 

Thet is 60 octane. 

What do you call B gasoline? 

Theat is 65 octene. 

Toe One 1 RMN + Straight run 65? 

No straight run is about, it runs from 48 to 52 octane. 
MR. FRAWLEY: I wonder if we might use- 
fully take a few minutes and list that octane number of 
gasolines your compeny refines and sells, starting at 
the best? 


A grade. 


fA grade that hes an octane of what? 
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B grade, 

Onl» 

Thats sSidiiys Orrcked gesoline isnat om plendedy 

Thet is a blended gesoline. 

And @ grade? 

60. Tewee, 

ThatPispettdlie ohended gasoline. 

Thet is blended. 

And Degrade? 

Well that is streight run or 48 to 52 octane. 

and nat i168 e@iso called a tractor gasoline? 

NESS 

ind Thess ecentherfour gasolines,, £,°B, Cy venduDrthathnyou 
make and sell? 

Yoe, 

Whet distillates do you sell? 

We seld twotereadce Of Cistpilsete-, one on the American 
Ssideseavd foue om the Ganedian side, 

Wheteare they called, by mumbér or by letter. 

well they ere usuelly celled distillate number 1 and 
number 4. 

Diet wilate number L? 

Is the Americen distillate. 

And distillate numbersc.is what you sell in Canada? 

Yeo. 

And why that :dafference? 

Thateks On eccounteot the dutysat the Line. The number1l 
distillates (is 46 .cravity which we ereveallowed to sell in 
the States, Thet is the maximUm gravity or the highest 
gravity of distillate, thet you can sell without paying the 
pacobnne Gexeom, )PAndydistullete crossing ihe line 1 
thinks the wmekimum eravity 28), h pelisvecLt de-around 40, 


T wouldenot sey thet for surey \WB.distillete is 38 gravity. 
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MR. HARV#Y: That is number &, B? 
Vos. 
MR. FRAWLAY: Now how many kinds of 


asoline does Mr. Trimble buy from you? 
Principally two. 
Ana shose are? 
Grade A and grede D. 
Grade A ang grade D? zhat price does hs pay for grade 
Ae 
(Qe Ul Seal on exclusiva or ax or duty. 
There being nc tex payable, no State or Federal tax? 
No. 
And he Looks after the Duty himself? 
yes, 
And he pays 7g «t the refinery for Grade A gasoline. 


ind for the other grede of gasoline, p) gasoline he 


pays 5¢. 

THER CHAIRMAN: Bore 

D. 

MR. FPRAWLSY: T want t>. show you an 


invoice and the corresponding Customs entry. I am 

sorry Mr. Chairman when Mr. trimble was on the stand 
the other dey these had been sent to Ott°wa. They 

are not particularly essential but while Mr. welch is 
on the stand we might as well have before him a com- 
plete invoice together with the relative Customs docum- 
ent. Do you recognize thet ss a sale bill of your com- 
pany? 

(iets One VOL Our Torms Ves, 

Dov yOurrecugnize this to. be comething Irom your -~- 


tL Goulasnot tell you. about that. 
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Q I cannot discuss that with you then. You know it to be 


a fact that when Mr. Trimble buys a quantity of gasoline, 
grade A at V¢ end “grade D at S¢ thet the Customs in- 
voice is prepered so thet these goods can enter Canada 
and “il ‘shows the privce\of %¢ for grede A is not only 

the "6xper tT pricetcharced to rs Trimble but is a fetr 
Drléey “ine Telr merketivelue evitine snd the place tok 


shipment. 


A Thet is right. 

Q And that the same thing pertains to grade D 5¢? 

L. Tees. 

Q That being so Mr. welch and you as the special represent- 


creat 


ative of this cOmpeny will you Say why you ere able =f 
an exporter te say that the price of 7¢ thet you charge 
Mr. Trimble «nd S¢ for the other product is the price is ¢ 
feir merket velue at time and place of shipment, as 
well as the export price? 

A Well tihers Srevather "peop lemon the Other side of the 
Line thet buy, that ere jobbers thet buy at a price 
even lower than Trimble does. I do not like to gives 
the names of those concerned but when we. were in this 
discussion that went on a little while ago I.thought 
I might méke a suggestion to you. I believe that any 
of the refiners’ on thatside of the Line that export 
products into Cenada would be more then willing for 
the Customs people to look in their boukS , that being 
hendled confidentially, and they can easily see in the 
books that people are buying at a lower price “then 7¢ 
on the other side of the line. 

Q But confining ourselves to your company because es Lf 


understand the situetion we mve to be catisfied thet 
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your company is, that this price of 7¢ for grade A is 

the feir market velue st the time and place of shipment 
so thet your company will say -- 

Wo in. @rrivine st @ figure for Trimble in order to \be 
sure that we would not be making any pee eaten to 

the Customs Department thet would ce wrong, we avereged 
the net back to the refinery from our different accounts 
and our average net back to the refinery runs up. ebout 
ia, Weny eloss to.it, 

So that is why you feel yOu are entitled to sell to Mr. 
Teimple at Ye. Without running into eny violation of 

the Customs Laws? 

Yes. 

Does the seme thing apply to the S¢ for grade D gasoline? 
Yese 

Nowe tie other clases of imports is, the case of thie Termer 
who goes doWn, and certainly in so far as Mr. Bostock's 
evidence is concerned, seems to get better sort of treat- 
ment then the farmer -=- thet is the farmer who goes down 
from Alberta, seems to get better treatment than his 
Montana neighbor. You are aware in the esse of your com- 
peny e man by the name of Bishop on the 30th of september 
bought grade 4&4 gasoline for -- well we had better stick 
to D; bought grade D gasoline et 6s¢ and that on the same 
dete and et the seme time a men dalling himself Bill Torge 
bought 55 gellons of the same gasoline for 174¢ or 1llé¢ 


net. Wh't do you ety < bout thet? 


Well, I sew those this morning end I called the refinery 


Cerne tho lunch Noun viodsy wand Meksd thom cbout it, 


beceucs this is ¢n ynusurcl procadure. 
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We do not fill any dealer trucks on the other side of the 
Elios 

Any dealer trucks? 

Dealers cannot haul from the Big west refinery. We have 
filed an occasional barrel for a farmer. 

Yes? 

But very seldom, 

ear 

And the reason thet this men was charged the Me being 
an Americen, is because we have distributors on that side 
Or the Line «nd wo do not Gnderscll those declers direst= 
ly et the refinery. 

Sc I understand you were selling to Torgeson at the dealer 
price. at the tank wagon price ? 

The tank; wagon price, the bulk plant price. Where this other 
man was for export to Canada and you will notice that his 
price was lé¢ higher than we chargei to the dealer Trimble. 
With regard to that American man, Torgeson, you recognize 
the fact he purchased D gasoline st 174¢ including tax and 
you say that wes an attempt to protect your own dealers or 
sell to him at the dealer or tank wagon price. 

Tat 626 Wheat 1% Wee. 1b as en unusual sale. We nave. very 
few cf those. It is the exception rather than tae rule 


beceuse we do not make a practice of selling direct to 


fermei’s. 
THH CH/LIRMAN: What is that ixhibit number? 
MR. FRAWLEY: ewer AAG 


Now you say thet was a tank wagon sale. Now the other man 
came along from Alberte, buying a similar quantity of the 
same gesoline and he bought it at 6é¢. Why did you sell 
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Thet is the regular Canadian price on thet quality of 


é product. 

a) Thet is the seme gasoline Mr. Trimble buys, you told 
me & moment ago, TON) OC 7 

A Thiet ae eet, te, Trane is e@ dealer end this. men is 
a farmer. 

Q But without mexing any comparison between Mr. Trimble 
and Mry Bishop it is ssveht here to make a comparison 
between Mr. Bishop and Mr. Torgeson, ‘That is the com- 
parison thet is sought to be made. 

& (f course in Mr. Torgeson's case there is-an unusual 


cese. In Mr. Bishty's case in saying thet that 6¢ is 
fair, is the fair market price, that is the price you 
Will find is competitive with other companies thet are 
marketing that, same product and it is the price that we 
charge To. .Opners On thal sice of ihe line, where they 
take enough of it. We have an cocasional case where 

we handle one truck. But ordinarily the Alberta farmer 
comes down and as Mr. Bosteck said this morning he had 
eighteen .barrels,.on,his truck. well if a man comes down 
therewith reiéhieecn barrels,.that is quite a lot of gaso- 
Line's 
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And he will haul, same farmers will haul as imuch as small 
dealers will but wo always charge a little more than the 
deqier's price for it. 

Yee, but he may have had 18 barrels, but so far as your 
company was concerned, he bought four barrels? 

i know, but when the salo was made I would venture to say 
that the price was quoted to him by looking at his truck, 
thinking that ho noeded a truck load. I do not belisve 

thet he could have gone in there with one barrol and bought 
any gasoline. 

With one singlo barrel? 

No » 

But he did buy ome single barrel on this particular account, 
of gasoline at 6¢$ cents. When your company as the oxporter 
mado out the Customs invoice to satisfy our Customs Authoritia. 
they of course must havo sworn that the 64 gents prieco was 
the fair markot valuo at time and place of shipment? 

Lt is the fair market value for that product. 

Well if I go at once to the Torgeson transaction, it does 

not soem to be? 

Possibly we are taking the stand there that we do not want 

to sell Torgeson, that we want t» drive him away. We charges 
him so much that we though he would stay away. 

You charged him the dealer price, the tank wagon prics? 

The tank wagon prico. 

Well what do you charge Bishop, the refinery pri¢e or the 
tank wagon pride? 

It would be the rofinery price. 

Now, I just made that suggostion to you to sse if that is 


the distinction, that one is buying at the refinery prias 
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and the other fellow, the American, is buying at the tank 
Wagon price, is that a proper suggestion? 

v:) It is. 
THE CHAIRMAN: Find out from the witness what 
he meant by "the Canadian price”. 


MR. FRAWLEY: The Canadian price, you said 


a> 


a moment ago that 6% cents was a fair price to the Canadian 
farmer for that quality of product? 

A Well possibly I should have left, "Canadian" out. I should 
have said "farmor". All of our business done with 
farmers are Sanadian farmors practieslly, we very seldom 
sell anything to a farmer on the other side of the lins. 

Q But when one does como in you sell him, do you, at a difforent 
price, at tank wagon price? 

yi) Usually, yos. 

Q Why should you not say to the Canadian farmor, you see if this 
man Bishop had stayed in Alborta and bought his products here, 
he would have had 60 go to the nearest Imperial or British 
Amerioan or Texaco bulk outlet and bought at posted tank 
wagon prices? 

A Yes. 
han why should you not say to him "Vell we will sell you all 
the gasoline you want but you will have to pay tho going tamk 
wagon prioo down here” and that would be L7$ cents less 
113 eonts? 

4 If he dame in witha truck of 18 barrelis aha the average 
Ganadiah farmer buys more produéts at a time than the 
American farmor does, if the American fartier dame in and 
would buy as much stuff as the Canadian farmer will buy, 


no doubt he wotld got the same prices. 
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Well, of course, it may be convenient for the Canadian 
farmer to go down and to come back with a full truck load 
but supposing a farmer wont down frum Lethbridge or any 
olac6 in Alberta, with one single drum un his truck and 
wantsd to get it filled at your refinery and was 4 


Ganedien, with a Canadian truck, would yuu sell him that? 


Well why, if he had two; would you? 

Well we would expect a lavge salen We might soll him at 
that tank wagon price Lut not at the othor price. 

Well would you sell him, is it a fact now, have you over 
sold, havo you ever sold Canadian farmers at tank wagon 
prices? 

No, they do hot come down there with one drum. 

No, they do not come down and you say you have not been faced 
with that situation but that is only a matter of quantity; 
Iam talking abnut the prinsiple of selling to him at 4 cont 
and a half over the dealer price. over Trimblo's prito? 
Trimble is a larger buyer tnan the fariscr. | 

That is right but fs that nut what you aro doing, the 
Canadian farmer comos down, the thing ysu are sumparing, 
before you arrive at the price with him, you take inty account 
what you sold Trimble at, you see that is 5 Gents, and you 
will sell it to this man at a cent and a half ver 6% sents, 
that is the comnarison yru make, is it not? 

No, not altogother. 

Well you feel it is right and proper to charge him something 
more then Trimble? 

Yes, we charge him in line with what the same product wouLe 


cost the American farmor. 
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Q Well I do not understand that, 6% conts, that 18 not in linc vith 
anything the American fermer pays to you? 

A Woll but other refineries that are sompeting with us. We 
are not, as a general thing, I do not seem to get that over 
very woll, we are not sorving American farmers but I think 
you Will find it is pretty much in line with what American 
farmers pay the small refinerias in the field that do make 
that straight run gasoline. | 
Well but look --= 
Such as Merton Brothors rofineries or Hannah-Porter. I 
think you have cne of their slips théro, what do they charge. 

Q The Hannah-Porter charged the American, Torgeson of Conrad, 


for 54 Gas, that is the quantity, is it not, 54 gallons? 


A Yose 

q ll cents? 

A Well’ that would inelude 6 conts taxe. 
Q That would inelude 5 Gents tax? 


YeSoe 

That is 5 sents? 

That would includo 1 sent. 

The Montana State Tax on 54 gallons at 5 cents? 
Yess 

2.70 that 1s extra? 

It would inelude the 1 cent Federal taxe, 

That is right, so it would be 10 cents? 


YoSe 


Mae be 26 te gs - he. eo ake be 


So you charge, the Hannah-Portor Company charged the 
American farmer 10 cents and they charged the Lethbridge 
farmer 7% cents? 


MR. HARVIB: Is that right? 
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4 gents for export? 
Yese 

They marked tl invoico for o6xport? 

Well you have to do that, I think, when you tako it, it has 
to be un there, your copy for the State of Mcntana, it is 
required to be marked on the invoict. 

Thon let me understand what you ars saying when you say, 

6% cents is comparable to what the other refineries chargs; 
we find Hannah-Porter charging 7% to Bishop? 

I seo they did, ET did not know they chargod that much, 

All right» Then we como to the Cut Bank at Cut Bank, 
Montana, they sold Bishop Energy Gasoline, is that comparabls 
to your "Dp"? 

I should think it would be, 

They sold that at 52 cents to Bishop and they sold it to 
Torgeson at 11% cents, which prebably included 1 cent tax? 
Does it saye 

Well it doesn't say but it syeaks about 110 gallons of gas 

at 5 cents tax, you see? 

Oh, I see, 

That would be the 110 Husky and Energy, so it would be 1 cent 
from lle cents, so it its 1Os cents to Torgeson for Bnorgy 
gasoline and 52 cents to Bishop for Energy gasoline at Gut 
Bank? 

Do you havo any from the Morton Refinory. 

No, there fis none from Morton, but I think that is enough 

te demonstrate what ia happoming, tho Canadian farmer seems 
to bo getting the refinery price and the American farmer is 
compslled to pay the tank wagon price when he goes to the 


refinery, that ssems to be the situation? 
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Ge fie Welch 

A Vell ---. 

Q THe CHAIRMAN: Not many go but when they do go 


that is what they pay, you protect tho distributor? 

A That is right, in that particular case. 

Q why do you not protect your distributer with regard to the 
Canadian farmer? | 

A Why do we not? 

Q Yese 


Mr. Trimble buys at a cent and a half under the Canadian 


farmore 

Q You Say you do not sell at ths refinery price to the American 
farmer, why do you sell to the Canadian farmer at a price which 
may be doseribed as 4 refinery prices? 

A We havo an agreemont with the railway companies not tc truck 
anything in Montana and thoy do not object to the trucking 
going into Canada because they have no line up here. 

a That is the sailway companies point of differenco? 

A that is the reason why we allow the Canadian farmars to trucke 

Q MR. FRAWLEY: And as I said beforsa, when you 


charged the farmer Bishop 6% cents, you are endoavoring to 
protect Mr. Trimble who has bought that stuff probably 

an nour before perhaps, at 5 cents, that is in your mind, 
I suppose? 

A Trat is right. 

Q But you do not say to Mr. Bishop, the Lethbridge farmer, 
“well you cannot buy here, you had better go across the road 
amd buy at the bulk outlet at tank wagon prices", you lot 
him come in and buy at something over F¥rimble's refinory 
prices? 
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MAJOR LIPSHIT: But whatever your arrangement 
with the railway company was, Mr. Welch, you in fact did sell 
this American farmer although at a higher price? 

Yes, we sold hima barrel, not a load, and I do not know 
what the man told in the office of the refinery but I will 
venture to say that he put up a pretty strong story to get 
that barrel of gas vecause we do not make a practice of 

doing that, that is an unusual case. 

MR, GRAHAM: Mr. Welch, I just wonder, 

those two small refineries you mentioned, and in connectiun 
with which the Exhibits were pnt in , I gathored they do make 
a practice of selling to the 4merican farmer? 

Yes, I think they do. 

I; it not possihle that they, recognizing the same principlo 
of volume you mentioned, would sell to the American farmer 
who wanted say a quantity of 18 barrels at 4 much lower price 
than they would to a farmer who just wanted a barrel? 

That might be truco, although I have always understocd that 
these smallor refinories in the field make no differense at 
all between Canadian and American farmers; that has been 

my understanding of it. Now I am not eonnected with any 
other refinery so I do not know what they have on their 
books but I have always been told that and I believe that 

it is pretty much true. 

i would assume from you that you feel that the Commission 
should have considorably more information than is presently 
available, before they pass judgment on that? 

I would think so- 

I had this in mind, that you in the operations of your 


refinory, soom to think that it is good business to sell to 
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Canadian farmers because he is a rather large individual 
buyors he takes a whole truck load back when he does go 
down? 

That is right. 

But you do not consider it good business to sell in one darrol 
lots to anybody? 

That is right. 

Canadian or American? 

Yes. 

And is it net possiblo that these smaller refineries recognize 
that same sensible business aistine tion? 


It i858 possible. 


And tc an American farmer who comes aloug and wants18 barrels -- 


I believe he could buy just as cheap as the Canadian farmer 
would if he came along with 18 barrels. 

TO MR. MACLEOD. 

Mr, “oleh, you base your price upon quantity, do you not, 
volumo? 

To a great oxtent. 

But you do not consider oach individual delivery, what I moan 
is you take, you classify your buyers into cortain classes 
and fix the prices on that; for instaneo, do I understand 
that you find that the average Canadian farmer who comos down 
there, buys a certain quantity and therefore you make a price, 
Which you do nct change in seach particular case? 

No, we do not changs it in each particular case; the 
Canadian farmer ordinarily comes down with a truck load of 
barrels and hauls away maybe eight or nine hundred or a 
thousand gallons. 

And you classify the Canadian farmer as a purchaser cf a 


certain @everage volume? 
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Ge A. Welch 

A Yes. 

Q And you fix his price accurdingly? 

A LES 

Q And if one man happens to be below and another above tho 


fi» 


2 


average. you would not adjust your pricos in accordanes 

with cach individual? 

No, we would not treat each individual farmer that Gamo in 
and make a different prices. 

Byven although he might sxceeed or be 19ss than the ordinary 
average? 

That is right. We more or loss take tho Canadian farmer 

as @ whole. 

The Same way you know what Mr. Trimblo's purchases run to? 
YeSo 

And you fix his price in accordance with his volume? 

That is right. 

Do you know anything about the purchases of other jobbers 

tn Moutana ? 

Homo tning > 

Do they run as low as Mr. Trimt7:.:'s? 

Yes, and lowere 

Do thev run as low as 6¢ conts, which we have heard about this 
morning? 

Yes, they run lower than that. I have some notes here that 
I was able to pick uy a while ogo on bids. Now these would 
be, this is not9 printed form but it would be public inform- 
ation whieh anyone could have by going to the State Capital 
aot Helena. Those arg bids neta were made by different 
refineries to the State of Montana for gasoline and they bid 
to Bozeman, Montana --~ 


You say the State of Montana, is that the requirements for the 
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whole State or just a locality? 

Those different points, this is for the Highways Department. 
It would not cover tl whole State ? 

No, they get a different bid, they buy their gasoline in tamk 
car quantities, the State dces. They du not contract with 
anyone for any particuler time but they buy tank cars s*rarately 
and if they need a tank ear of gasoline at Boseman today they 
will wire all the refinorics in the State and ask for bids 
on that car of gasoline If they need one at Billings thay 
will wire the refineries -sond ask . for bids on that gar. 
Lots of times they will ask for bids, now for instance, this 
particular day, which Was July leth, they asked for bids at 
Butte, Bozeman, Helena, Nydoll, Billings and Missoula and 

the net back to the refinery which made these bids in 

that evont, the lowest net back was 5 and 4/10th cents a 
gallon and the highest one was 6.06 per gallon; that is 
efter deducting taxes and froight. Now that infor tion 

is open to the public at Holena, the COapital Building, if 
anybody wants it. | 

MR. FRAWBEY: What kind of gasoline? 

That is for high octans gasoline, they use nothing but 

68-70 octane; their bids ask for 68-70 octane gasoline 
with a maximum drum content of cv millimeters. 

That is what we call our regular gasoline? 

That is your regular gasoline. 

MR. HARVIB: What quantities? 

8,000 gallon tank cars. 

Did you bid on that? 

No Siz. 

Did the Texas Company? 

They probably did. 
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Have you that information? 


A T have not that information with me, you say, did we bid on 
it or were these our hids. 

Q No, did you bid on it? 

A Wwe did. 

Q What did you bid? 

A I cannot tell you. 

Q Can you get that? 

4 I just have the low bids on here for sach one of these points. 
I have Bogeman, the net back to tht refinery was 5.44. 

Q Now you biu on that? 

A YOS. 

Q And you didn't get the contract? 

A No, sir. 


The aSsumption is and the correct one maybe, that you were 
higher? 

A We were higher. 

Do you know what the Texas hid? 


& 


A I would venture to say that they bid, all of the companics in 
the States ordinarily bid. 

q Did the Texas get the contract, do you know? 

A I do not know, I just have the low bids here. I do not 
know who the cars were awarded toe I can find that out. 

Q MR.e MACLEOD: On Page 15,501 of the evidence, 
the evidence of Mr. 4. Miller, he has a quotation here which ~ 
MR. FRALEY: It might be better if you took 
his affidavit. We have that filed. Here it is. 

Q MR. WACLEOD: Exhibit "6165", there is a 
quotation given by the Home O11 and - Refining Company, 


Great palls, Montana, 72 octane, heavy oil, bronze gasoline, 
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6 cents. New can you say anything about that? 

A I would say that it is an error. If you will notice 
Mr. Trimble's testimony here, he said that the Home Oil offered 
him gasoline, Bronze, Silver Gasoline, and I believe his prise 
was 7-75 agents por gallon and I hardly think they would attar 
Mr, Miller a reduction of a cent and three quarters under 
Trimole's price when Trimble buys the volume of stuff he does. 
The Home ordinarily does not make bids of that kind. They hold 
their prices fairly high. 
10,000 gallons, a quantity of 10,0000 gallons or over? 
Trimble buys 1,500,000. 
Now I asked Mr. Watt this morning some questions about the 
importations ints Montana, can you tell us anything abmt 
those? 

A Last month -- 

Q To supply their own nosds? 
Montana at the present time does not make quite enough 
gasoline to supply their own noéds. Iast month, wo6ll, I 
will stay back further, the importations fcr tl last year 
possibly have averaged about 25% of what they sold in 
Montana but last month it jumped up and they imported about 


40% of what was used in Montana? 


Q Have you read Mr. Miller's evidence with regard to this map? 

A Yes. 

Q Well what do you think of that? 

A Well I think that is a nice pierce of work and it is 
absolutely all right. The information that it offers, it 
is tho Continental O11 Company's pnsted prices in those 
places and I soxpect the price list that accompanied it showed 
that it was. 

@ Are they constant, is that constant all over the State with 
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the oil companies? 

A No; that pricé list would be followed pretty slosely by the 
largor companies but not so closely »y independent refineries 
who sell at a lowcr figure at most any of the larger towns 
in the States. You will find service atations Supplied by 
the independent refineriss and they will be selling higuer 
octane gasoline at a price very compavabie to the third 
structure shown on that. 

Q That is a 70 octane? 

A YeSo 
FO MR. HARVIB: 

Q You, generally speaking, maintain the prices shown on Bxhibit 
tema ie’ 

A Is that map-Bxhibit "619"? 

Yes. 
No sir, we deo not. 

Q What variation would there bse in your sales? 

A Most of our usalers sell at what you have posted as the 
third structure price, they sell high sctane gasoline at that 
Priced. 

Q, Now Mr. Woleh, just to make cortain of this, Bxhibit "627" (6} 
which is your invoices to Bishop end Torgeson, leaving out all 
surmises and everything, you did sell ono barrel, one drum 
of "D" gasoline to Mr. Bishop as a Ganedian farmer at 64 sents? 

A You say “Leave out surmises", I will have to surmise that 
that is right. I did not sae the invoice made or gee 
Mr. Bishop buy it. 

Q You have no reason to doubt it? 

I have no reason to doubt that. 


Q And also Mr. Torgeson, the Montana farmer, buying the same 
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gasoline --- 

MR. MACLEOD: Mr. Kellogg. 

Yes, Mr. Torgeson buying the samc gasoline at 173 eonts 

less 6, a comparable price of lls cents? 

YeSe 

And in each case they aro in one barrel lots? 

Yess 

And any other oxplanation, so far as ynu are conoernod, it 
is purely surmise? 

I have made all the oxplanation I can of that one. 

And have you any idea how much your sales have amounte to, 
to Montana farmers say in the last month or any recent 
period? 

You mean sales such as this at the refinery» 

Yes? 

The farmers? 

Yes. 

Well, it would be negligible. 

You Go not know the amount? 

NO so) do) wot. It would be very, very Littles. 

Mite FRAWLEY: You are not then, now you du 
net make a practices then, you do not invite these farmers to 
come down and buy at your refinery? 

No, we do not. 

I Was interested in hoaring that you did not follow the price 
structure set out in Bxhibit "619". Now just to be olear, 
there is a price at Shelby of 20 cents for Bthyl, 18% for Q" 
ana 174 for third structure, now what is your tank wagon at | 
Shelby for your standard gasoline comparable to this "Q" 
gasoline? 


Would you mind taking another point besides Shelby. 
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What point would you Like? 

The larger points, you would find it would not, Shelby I think 
at that price would about hit it but will you let us take 
Great Falls for instance. 

Q, Ail right, Great Falls; let us put on the record what the 

pri¢es are: according to Exhibit "619" the tank wagon at 

Great Falls is 21 for Bthyl, 19% for standard and 183 for 
third structure? 

A Would it not be better to take the retail prices at those 
points, thoss servico stations rather than the tank wagon 
prices. 

Q Well I @co not know, take the rotail then? 

I wili teil you why I say that, fer my comparison wd do not 
operate tank wagons as I have told you. Everything goes 
out in tank car Lots and we have dealers at those points 
that also do not crerate in tamk wagon, They ship in in 
tank car lcts and they pipe to their gasoline underground 
tank and retail Light from the station, 

Q Yes? 

And we are not the only company that have dealars set up like 
that, there are soveral of thema 

Q Giv) us the service station, give us the retail «t Great Falls. 

A All right, let us take of this ¢ompany here, it would he 
poe Cente, Petalls 

Q MR» MACLEOD ; For the highest grade? 

That would ne regular gasoline, 70 octane, comparable to our 

"A" Grados 

Q MRe FRAWLWY: Now let moa tell you that in 
Exhibit "464", whieh is the National Petroleum News of the 
a8th of June 1939, the tank wagon at Great Falls on Conodo 
Bronze was 13s conts? 


d\ All right. Then the 6 cents tax 
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is 19% cents. 
Q The 6 vonts tax is addod? 
That is just what you havo on hore; 195 and then add 4 conts 
for the servite station operator and you have 23% cents. 
Now that is the Continental price? 
Frat is the price maintained by most of the major tamnpanisos. 
And what is your price? 
I would say all of the companies. 
And what is your price? 


Our dealer retails at 22 @ents. 


oOo & OD FP GS & © 


And you mgke tho samo deductions from that and what would 

you get as against the 134 cents, do you knowy the Continental 
tank wagcn? 

A We do not have eny tank wagon price. We do not set any 
priecs to these dealerss They set their own prices and he 


docs not operate a tank wagon either. 


Q. That is why you Galled my atsention to the sbervice station 
price? 

A Yeso 
MR, MACLEOD: You might explain that just a 


Littlé more, your reasons for not, for not having a tank 


wagon price or selling by tank wagon? 


A Our reason for not having tank wagon? 
Yes» 
A We do not have bulk plants t> operate tank wagons from. Wo 


have the rofinory and we ship to independont tank car buyers, 
Joobers, and we have two of our own service stations in 
operation with the exception of a little one up in Nydell, 

we have one at Havre and one at Helena, and we ship to them 


-in tank car lots and they unload, so we have no reason for 
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operating tank wagone 

Q I do not mean operating, “ut vou dv not sell, I understand, 
to tank wagon customers? 

A No, we do not. 

Q Why? 

A I explained that by roason of the railway contract we haves 


We sell all our residue to the railway and in return for 
that we do not allow any trucking along their lines, so 
everything goos out cf thero into the States in tank ¢ars; 


no trucking whatsoevere 


(Go te Frage, MO,s07 7) 


pene is Sa 
nee, : : 
: ' 
4 wits = , 
4 7 Pay nies 
_ re > z 2 ! he 
thot at oak Boe . 
% ¢ So! : + ; . 
fy% = si ef i : ‘ 
Myo == = : Pics baat iy ee “* 
7 ork aes £ : . & % 
= Sy 2 = 5 sh 
fou sige s ee 
? 4 ; = ee é 
rt . rs, 
ea ay 5 ; ‘ Se 
= : ‘ ts 


< a : ey Pose 
est . Sob St) 4) 
Ns ene * 
ci o ae 
: fe 
: s fe 
7 oe 3 . 
5 : . = 
<5 Cas = ; 
} ee SS ie > 
5 we * . 1 = 
x ee: : \- : 
a rie ries au = Py 
ey F = = ae vs 
E 
th 
ai 5 
— 2 oa eae 
re wat 7 s 


ay 


12) 805 + 


MR. FaIRBaIRN: Mr. Chairman, in presenting 
the viewpoint of the Petroleum Fuel Users Association, 
tT wish to be very brief and unless there is any necessity 
for calling &@ witness which we have, I do not propose 
to do so. tI have prepared a memorandum for the Commission 
and attached to it a memorandum which was prepared for 
and presented to the Tarifr Bosra that sat Vere ii 
venuary, 29oc, Merely £or the inrormation of this 
Commission, setting forth the views cf this Petroleum 
Fuel Users’ Association. To be very brief, the situation 
tev or rol. Ute bio bilere are on COoutnern Arberte 
a Lervernumoer Of farmers wie are tarimns land that hag 
proven -over a number of years to be essentially wheat 
producing land ane that docs not Lend itselr to mixed 
farming ay all. And over a period of years the 
production on this land has been shown to be on an average 
mm bo i7 DuSshels Cer ecre per year, and the average price 
somewhere in the vicinity of 7O cents. We all appreciate 
fully International markets fixing the price and so on. 
The basis that these Varmers have to farm on is the 
lowest possible cost of production. The situation is set 
Porch in wie memorandum i have presented and orietiy 1% 
is this, that some implement companies during the past 
few veers have designed power Ihachinery to utilize Low- 
priced and iow-grade fuels. Starting with naphtha that 
was used from Turner Valley, which was certainly damaging 
to the mechanical parts of the machinery, but they tried 
it nevertheless and it enabled the operations to be 
@arrieéd On very Sconomicaliy. With. the closings down of 


that source of supply the farmers turned their attention 
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to various fields in :ontana such as Rim Roek and Whitlash 
and some of the other smaller fields where a very high 
octane fuel was obtained, almost as a first run fuel, or 
direct from the well. To-day in these farms of Southern 
Alberta there is a large investment in power machinery 
designed to use these particular types of fuel and the 
farmers in these areas have also invested in equipment 
used for the transportation and storage of these fuels 
Very largely the .economy.of the dry land farmer has been 
built up around this type of power machinery and this nen 
type .of fuel. Now we have not any statistical evidence 
to present to this Commission at all, merely an expression 
of our viewpoint that this agricultural situation was 

in existence Long+before, the oil fields came into the 
picture at all. It has gone through various types of 
power and motor farming and will still be continuing 

when probably the gasoline picture has passed away and 

we, will be using-eLectricity or something else. And 

these farmers feel, forthe present at any rate, that 

they, should mot,.be ‘penalizged,in, depriving them sof the 
source of supply upon which they economically operate 

in order to stablize possibly the doubtful and most 
intricate future of some of the oil companies presently 
operating. We are not concerned with the Texas Corpora- 
tion or the International Refinery and its sales to the 
Texas of Delaware and its subsequent sales to the Texas 

of California or the Texas of alberta and subsequently 
through the various and devious channels, all of which 

add to the distribution price. 

THE CHATRMAN: VOUmacey, |Leanopes sconcerned 
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Pominion Statute? 


MR. FATRBATRN: es. 
THE CHATRMAN : mat 18 tne point. If the 


statute is wrong, it is for Parliament to change it. 

MR. FAITRBATRN: There is this point, that 
possibly we might have to go back there, tracing down 
the various selling costs or selling prices, through 

the devious channels through which we have to wend our 
way to get back to probably the International Refinery 
to find “exactly whet this fair price is, first to the 
Texas Company of Delaware, and all through the other 
channels. Tt might be found that the prices which we 
pey “are nev entirely cut Of Line Or anything. We sugsess 
further that until it is more definitely shown that the 
Oil industry in Alberta has the reserves and resources 
and the ability to step into this picture as a puwer 
furnishing unit and an assured quantity of supplies of 
eheap fuel to enable this industry to be maintained 
economically, that is the apriculiurel incweiny y nen tit 
has little justification in asking for some monkey- 
WEEMGi tO De Thrown anto tie aericultural economic 
machinery. Parulglerlyea>. wils tine when aeracul ire 
along with every other industry in the Dominion will 
nave tO Dela Pts Siersies to meet the Seas “iNat: the 
Umpire is Laced With. “Where is ‘also he’ question or 

the exchange rate, as I mention in my memorandum here. 
I suggest that.these exchange rates, which no doubt will 
COnvinue during the duration or the war, may be more 
ageravated and will probably eive the major oil companies 
in Alberta any measure of protection which they might 
SCL suid mient. ve entitled to receive ag against 


importations from across the Line. Tt would point out 
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to the Commission this fact, and it is admitted to-day, 
one of the companies who was instrumental in bringing 
this issue forward, admits it came into the Province of 
Alberta as a distributing company; it purchased its 
products wherever it could and sold them wherever it 
could; it purchased them from the United States at 
whatever price it conld be bought at and went out and 
found its markets. It became in the course of time and 
no doubt inereasing prosperity it became a refiner and 
purchased its products here, until now it is using 
solely alberta products through whatever connections it 
may have. We hope it succeeds. We wish them all 
success, but we do not feel that those who spring up in 
a few years should succeed at our expense and then pass 
Gut Cr the picture Leaving us no’ better off than we were 
when they camo in. 

THE CHAIRMAN: Has your argument any forco. 
Is not the point not as to whether or not the major 
companies should make money or not make money, or are 
doing well or not doing well, but is not rather the 
point that you have to meet as to whether or not there 
is a transgression of a Statutory provision. If there 
is it should be stopped. If, on the other hand, there 
is not, there is nothing to stop. it, On the other 
hand still, an amendment of the Statute is thought 
desirable, of a Dominion Statute, perhaps the Provincial 
Government might recommend its amendment, if. we reeommended 
tO Ae eet 1G OTe O. sut at the moment, unless you are 
addressing yourself to amendment of legislation, the 


point you have to meet is as to whether there igs ; 
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or is not dumping, which is not in consonance with the 
Anti-dumping law. Whether the, law is ,sufficient,or 
whether Its enforcement is lax ardiits of@igials; are, not 
doing their duty, ere things we haye to think otsin the 
light of the evidence before us. To gay that the farmers 
of the country should have every sympathetic consideration 
is something that you may take as going without need for 
argument. But under the law. 

MR. FaTRBATRN: The only thing we might suggest 
is vhat probably these companies who wish to insist on 
the due observance of the dumping duties should te willing 
to disclose to the fullest extent all the negotiatioms 

or all the prices lying behind ine structure, that they 
themselves aré cperating under, to ascertain really the 
Pair price and the just price that exists.in Montana. 

MR. FRAWLEY: In “ontana. 

MR. FAIRBAIRN: Or exists as far as sbnejdumping 
provisions are conerned, whether there. is any eetuar 
dumping or not. 

THE CHAIRMAN: I must say in fairness to the 
Canadian companies, they have made rather wonderful 
diselosure of everything that, they have to disclose. 

There seems a singular lack of information from those 

wh> operate from .ontana. There has been complete frankness, 
SO Lar 88 2 04an see, On ihe part of, the Vanadian- companies. 
If anybody knows of anything else in the way of information 
that they would like to have from them I am sure they 
would provide it. The dumping, as my associate points 
out, if any — on which we express no opinion whatever at 
this time - is certainly not by the Canadian companies. 


You understand, Mr. Fairbairn, that we must not be understooc. 
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as expressing an opinion at this time that there is any 
dumping or any breach of our laws; nor that we were out 
of sympathy with your views as to the farmers' needs. 

But their needs must be satisfied within the law. An 
argument predicated upon a change of the law is something 
else again. 

MR. FRAWLEY: rr. Fairbairn has 4 memoranium 
and he has said that in his remarks he has covered, every-— 
thing in his memorandum. are you satisfied to receive the 
memorandum from Mr. Fairbairn? 

THE CHa IRMAN: Unread. nC. Because there 


might be peopl> here who wish to examine on it. 


MR. FarIRBAtRN: Lives not very Longe iin. 
Chairman. 

THe CHATRMAN; Have you plenty of, copies? 

MR. FATRBAIRN: Tehnave: plenty Of eopies. 

THE SHATRMAN: Weld, wr. Prewlev. eee wow wash 


tO save Time and you give copies to counsel or anyone else 
interested, it may be that no one will want to examihe 
Spout a. Af anyone does, Mr. Fairpoeirn will have to 
introduce his Exhibit in the usual way by putting his 
witness in the box and submitting to cross-examination. 

If @ounsel are Willing to waive that, we will accept it. 
MR. FRAWLEY: “erhaps while counsel are 
reading that we might go on with Mr. Russell and it can 

be spoken to then at the close. 

THE CHAIRMAN: WOCuoOt 1. iT feel sure counsel 
will want to hear Mr. Russell and they cannot very well 

do that and read the memorandum. 
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MR. MACLEOD: As far as 1 am concerned, 


My Tord, this is. a1 right. 


WR. FRAWIEY: That is pretty snappy work. 
THE CHAIRMAN ;: Yes, very quick, Mr acl 6od. 
MR. NOLaAN; L am not gquite.as quick as Mr. 


Macleod. I think we can safely take it as read, Mr. Chairman. 
THE CHAIRMAN: ilow do you feel about the 
producer in Tuener Valley. Nr. Fairbairn, who, we game, Told. 
18 sometimes suffering like your Soubhern farmer. Have 
FOU Bay thing Go say Lor him? 
MR. FalTRBarRN: Nothing mich, except that we 

4S producers extend to him our deepest sympathy, and 
hope his problems will work out as successfully as we 

hope ours will. It might mean some revision of the 
programme. 

THE CHAIRMAN: How do you feel your sympathy 
Will recompense him for what he’ feels is the loss of his 
Loewe, Marke hos, “Ox do you reer tay Merret 2s nO poundary 
created by, man’ 
MR. FAIRBATRN: Punt Viet (des ASshonooe Dy 
correct and that we might have been a few years ahead of 
Our. Vite tia larmer Variey ri tie very Sxpensive operations 
that were necessary there to produce a commodity that 

could be obtained more cheaply somewhere clse. But in 
due course of time I have no doubt that situation will 
clarify itself very much. We have heard to-day that 

the State of Montana is also an importer. 

THE CHAIRMAN: At the present time a considera- 
tion of the view the Turner Valley producers are advancing 


would im-your view, I take it, be an interference with the 


7 fi ee 


Paton, ot a ad pot ee 


tN wmane, e Yeray at x aa 


Selon a tole qtr. oe : Ky 
vi 8 4obay te mat Lane a eva oe os . ii ; . 
petit) «ih ~faer ze tt ovat erate fare: er mt foe : Pea hale 
ALEK 4 500 £8 ae 3 ssi, Py > oe . sai 
gilod wor wm tae ssa ee ral peter ries es ‘ge whan 2 
Bye i% ete Te aL es ee, oat ‘Sood ae toet, rom Pamor Bs 


- | tate 5% vA, bi eu tisyee HOW 
iy dade Foecws Lc rove ahtae oH PAS oe ‘TOTAL As «Sat 


ive 


» bee’. pale agaerra f sd qeew rE “tei # naeaira sropebord Be a 


oe #6 Uileivessegt ep tue FU oie vane tag, adil aqod > 
at 2° Sore ivon ante sain, dish ten, oh. ae. aque sqod 
wi mre ay 
“-p.Gheammnie vt “ Lee) ulti “ot wow | “A oHQ Sat 


_ pt BS ne ok cat et aloft ab finde sot at biceiithed Gite 
iv oy ne aise Cae wy ait ipa Pek on i) i ide’ ‘statadl ss 
cs eaehe ea, bo edseme 

Gets or a ne i ie seta . aie “st TT BT 
Ses 6h ac wim as Ba 5 a: 


ryt Fits ch, Ray 
an oi Rite 


ee 
ee 
as 


“ eral: Sy vb 
iis | Y 


A ae Gant! epatve wewiteided d 
Mes a ee “bea sau i 
tat Geet smi: it ni 


lie 


- 13,816 - 


ordinary economic laws? 
MR. FATRBATRN: I would say so. 
THE CHAIRMAN: And that interference would be 
to the disadvantage of the Southern farmer? 
MR. FAIRBAIRN: Yes, and consumers generally. 
MR. FRAWOBRY: My friend, Mr. narvié, who, 
perhaps may speak for all of them, is content that this 
memorandum should be filed, so long as it should not be 
thought that he subscribes to everything contained therein. 
THE CHAIRMAN: Che mo, Ghere is no question 
Graces OL that. “In Tacued suppose ir. Harvie niente 
taken to be disagreeing with nearly cverything that is 
eontained therein. 
MR. HARVIE: Some things I agree with. Other 
things I am douttful about. 
(MEMORANDUM PREPARED ON BEHALF 
OF THE PETROLEUM FUEL USERS 
ASSOCIATION FOR SUBMISSION TO 
THE COMMISSION SITTING IN 


CALGARY, SEPTEMBER 25th, 1939, 
IS NOY MARKED EXHIBIT "628", ) 


MEMORANDUM PREPARED ON BISHALF OF THE PETROLEUM 
FUEL USERS ASSOCIATION FOR SUBMISSION T0 THE 
OOMMISSION SITTING IN CALGARY, SEPTEMBER 25th, 1939. 


a 


os 


THE petroleum fuel users of Southern Alberta, an 
Association representative of farmers in communities 
throughout Southern Alberta, wish to formally protest against 
any policy interfering with the facility heretofore and 
presently enjoyed of obtaining what is known as "Casing 
head Fuels, First-run Fuels, Diesel Fuels" and similar 
products from refineries within the United States and in 
particular the State of Montana. 


THE Association attaches hereto a copy of its 
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memorandum submitted to the Royal Commission sitting in 


Calgary on January 37th, 1938, and respectfully presents 


for the consideration of the present Jommission sitting 


the further facts relative particularly to the fuels above 


mentioned as purchased by farmers: 


FIRSE: 


For some years prior to approximately the wear 
1937, farmers of Southern Alberta were able to 
obtain casing head naphtha from Turner Valley, 
a product which was obtained direct from 

the separators for power farming purposes. 

This fuel while low in price was reasonably 
satisfactory for tractor equipment, although 
farmers generally experienced considerable 
MOTOR Sroudle from PGS wee. These supplies 
have not been available for the past few years 
as apparently, the refineries used the original 
product for general refining purposes. Parmers 
of Southern Alberta generally have been obliged 
to turn to the State of Montana for similar 
such fuels which have been found to be morc 
satisfactury than Tusrpepr Valley naphtha and 


which correspond in price. 


SECOND: A very large percentage of Southern Alberta 


farmers have during the past few years embarked 
upon mechanized farming and have a very large 
investment in power machinery, a large percen- 
tage of which has been designed to use casing- 
nead Lirst+run or diesel iuels am simiiar 
products. Any interference with the source of 
supply from the State of Montana or the price 
of the fuels would seriously affect the cost 


of farming operations. 
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THIRD Farmers of Southern Alberta who have been using 
the said Montana fuels have investeé in equip~- 
ment and storage facilities on thair individual 
farms for the transportation and storage of such 
fuels, the investment running into considerable 
SUMS . 

FOURTH: While it may be reported that prices at the 
Montana wells or small refineries are much lower 
than Alberta prices at the refineries it must he 
porre in mind that the price based on the american 
gallon and the tax paid on entry to Alberta 
Pest Lin Vir CUA oe Ge rence in priee 
to the farmer than the similar products obtained 
in Turner Valley. 

FLPTHS, _ The farmers of Northern Alberta have been enjoy- 
ing @ reduction in price of Similar faels 
purchased from Alberta by virtue of the competition 
established in Southern Alberta through access 
yo the Montana fields. With agriculture facing 
the various problems today that it has to face 
by reasons of variable climatic conditions and 
the price structure fixed by an international 
market this Association feels that the agricul- 
tural industry of Southern Alberta particularly 
should not be further disorganized and economically 
upset for the benefit of major Oil Companies 
whose financial structure is conceded to he 
exceptionally sound and Whose international 
operations afford them the widest protection. 

THE association further feels that certain 


Petroleum Companies enter the Alberta field mainly as 
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distribution agencies without providing alberta sources | 
of supply.or refinins, facilities, and, through a period.of 
years at the expense of the consuming public built up a 
distribution system enabling them ultimately to establish 
melLinsries. Reference ae particularly made to the 

British american Oil Company in Alberta. This Association 
most strongly urges that agriculture should not be expected 
to finance the venture of such distributing organizations. 

THAT in the present crisis the resources of the Empire 
Will be strained to meet the agricultural and food require— 
ment of Great Britain and it is anticipated that the 
requirements from Canaia will be very great. 

IT is also expected that the conditions prevailing 
during the past war will not likely be repeated and that 
agricultural products. will more or dess exnerience fixed 
prices to Britain and France. 

IT is submitted that any increased price in petroleum 
products created by major Oil SOompanies in Alberta to be 
C6GLrieG On tamnthe. cost of Sericultural, procuctagnewii1l merely 
add one further unjustifiable problem to Canada and the 
countries allied with Great Britain in the present erisis. 

IT is further submitted that the farmer power machinery 
market served by these low priced Montana fuels is a market 
that was not created or developed by the major Cil Companies 
in alberta but in spite of them. Tt ig a market that can 
only bev Sustained ..by, low, priced fuels and iwas) mainly 
created and the use of such machinery made possible by 
gheap Turner Valley fuels originally and the cheap. Montana 
fuels: It is a market that cannot be sustained with any 


degree of success if forced to use the expensive fuels 


F 
a Peres macs 
7 eee ees ee a get Cre ins eds 


; Roa wtyod Le yik bivorny Y Gt 
me Sec Douay! debonair ames ai 


yo porisr B dggoattt as eel 
2 ons 
ib, outdsy. aotmvange alt 9 


9 7 Ly ¥¢ 
#. ri AS 


inoue, desu 


cana ot syfes er met fae agitated ghh 7 i 
Rett eit? ay them chap luont rhe at song rater ., eetnemtier 
sia eats abs, aad 7 » MIRO DL at waar ay. as ghieme sett ind i. 
sisfeossn Lal foi A Niggde at en +99 the putt ye ah scissors: toon . Es 
‘a trem ante tel ue Aone Je! wnisaey Lote soaagtt.od 
ie far eT Wider See Ne Mrs Wc cia gery: ‘ 
eriged.eml. Io 98 vane th sp taehc dake | tapenig eat at, Mas a . : 
ea upet Log) Pag, Lanue. Hye? m6 7, FOS pe Rentoade od osin 
wie : ats bas égtott: 18 Bt #2 pan sage Uae phates 19 am . ; 
te 1 xroy 3 int ae ateast wont pvnemes tupet | | 
t it . habe 1 a a6 7 od ts a a fe bw. ‘say Don ee aa ‘ 
“3 heidi Oi es hives 0. ord ‘Like atoctor) _ieauit tookege | 
fs te i : oe. | ; sone f Me abode, 2. meotag tke 


rae coma tt eakng) heewenond ab jagt hari andre al Ad 7 : 


‘fot st ietie et He taRG gia ain wale o nodes etouhory 2 


=e 7 at ot 4 i . i 4 i hi H 
vt oer a ; rf tf “i 4 i. :. Pd aT ry me A bee uJ si wads aA ae, ae Ap. sit a eel po kate 


see bow ApaeRD 07 sel LF giderapbaaian,. wouter eno bbe : 
i . eg hm Dey +e epey »- 8h toa =. t Lat ‘att Ape at ie torts eaivinnan 
iets is aaa mS a eS 


4 ideal we a mots im. vane Fase son ge 40 a eb ar ae 
tH, eoLaye) peo apmeng wos ane A novaee fedzan ry 


a0 


: panes Pease | 
a iS etre fi. mt 


ee 
a 
a, ae 


avin} Heo Lb ma a OF 9 senbsomeb 30, 


asin Heft tess aig #1 ment 2 
¢ “plo now te eeu ay aE 
at sia imeod Lae trout 


ae ict eaN 


- 13,820 - 


retailed by the major Companies in Alberta. 

THE members of this Association record that the 
Turner Valley field was closed to them by Royalite md 
major Companies acquiring control of the output pe tee 
majority of the wells. This resuited in farmers having 
to get the consent of Royalite cefore any individual well 
could sell them casinghead or gun barrel naphtha. 

This procedure developed finaliy from the permission to 

sell only partial requirements of the farmer to the point 
where the wells reported no naphtha available for farmer 
purposes. The result has been that the major Oil Companies 
in control of Turner Valley apparently in an endeavor to 
develop and gell to the farmer a higher prised product 
excluded themselves from their own market. 

THE members of this association further record that 
in their dealings with the Montana wells and refineries 
they have been obliged ts pay the same prices for their 
fuels as the Montana farmers pay exclusive of tax in 
Montana. The fuels in entering Alberta, however, become 
subject to the Alberta tax based on the Imperial gallon 
and eonsequently there could be little justifiable complaint 
cf any dumping conditions. 

IN conelusion the members of this Association stress 
that during this present crisis - the duration of which 
cannot be forecast with any degree of certainty - no 
alteratton of existing conditions should be permitted to 
disturb production. The exchange on Canadian funds on any 
purchases as contemplated by farmers in Southern Alberta, 
Which exchange provisions will undoubtedly continue for the 


duration of the war, will more than amply provide any degree 
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of protection which any of the major Oil Companies 
might consider they should have. 
Respectfully submitted, 


PHTROLBUM FUEL USERS ASSOCIATION. 


Rela eee ae re nn eo are 


testified as follows: 
Q BY MR. FRAWDY: Mreemuasend, you Live in the 


City of Ottawa? 


A het is right. 

Q You are an official of the Department of National Revenue? 

A Yes! Dlr. 

Q Just what is your capacity in the Department? 

A Dominion Customs Appraiser. 

Dominion Customs Appraiser, and you have been for some 
little time paying rather special attention to petroleum 
imports? 

A Amongst other things. 

Q Among many others you have given some attention to the 
matter of petroleum imports into Canada? 

A Tee oir. 

Q Your Department has been obliging enough to send you out 
to give some svidence to the Commission on what is alleged 
by certain people, or perhaps suggested by certain peopls, 
to be infra¢étions of the anti-dumping regulations? 

A Yes. 


And you are prepared to make some submission to the 
Commission with respect to that. You have heard the 
evidence offered to-day by mr. Bostock and wr. Watt. 
You have heard what Mr. Weleh has had to say. Do you 


agrees, as I have asked the other witnesses, that for 
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purposes of bettér understanding , the imports into 
Alberta can be put into two main classes, those by the 


farmers and those, vvicealcrsa? 


Into two---- 
THE CHAIRMAN: Did You say deslerey 
MR. FRAWLEY: ‘Those by dealers, those who 


import for resale and those who import as consumers? 

Wee. 

pet Le Gne Tirst classification? 

Yee. 

And in the classification of those who import for resale 
that the situation pretty readily divides itself into the 
Texas Company on the one hard and all other smaller dealers 
on the other? 

Well, you have, from what I have heard here, I would say 
Vousmeve tne larre Csaler Live Sieve and Then one ame ier 
dealer, tac smaller tank wageon ouyer who Duys in mach 
smaller quantities than Trimble. 

Yes? 

As i understand Mr. Welch to say, Trimble purchases 

one million gallons a year. pew woUld Expect a0) eet a 
Eeouer price than the smell dealer bringing in, say Pinty 
thousand or sixty thousand. 

Perieaps it 18 not reasible or practical to try to divide 
dealers anto™two classes, Texas and non-Tezas. Perhaps 
you do mt agree with that sort of classification and no 
purpose can be served----- 

Well, 2£ would Say you can consider the Texas as a contract 
buyer. 

Texas as 4 contract buyer and Trimble as a large dealer? 


Yes. 
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And @ group .of smallor dealers? 

Yes. 

An¢ quite a large number of farmer importers? 

Farmen consumers, yes. 

Dealing first with the Texas Company, it has been 
established here that the Texas Company - Mr. Macleod, 
Chel SOM Gitori.. Tuled ant heniiues yp ical of al) their 
imports or their recent imports showing that they are 
importing from the Texas Company, a Delaware corporation, 
"Q" or steudard gasoline at 6% cents per gallon? 


Yes. 


iT. Sy, gallon. Mr. Macleod also submitted to the Commission 


an Exhibit, No. "414",- which was some ccrrespondence which 
passed between his client and.the Department or National 
nevenue, which Ne asserted mas the justification .for the 
imports being passed at 6% cents. That is right, Mr. 
Macleod, is it not? 

MR. MACLEOD: Yes. 

MR. FRAWLEY: Heeovwee) Ts CLOOT stb 6. a1 i, 
Tie Texas soompany Imports erelnot Deimsy objected. to by 
your Repartment at.the present time? 

NO. 

Perhaps 1G Lea .foir vousay. they are being accepted and 
passed by your Department at the present time? 

LOS q 

LS Diy Ov eVIGLUee,Ot Any errangement express or implied 

AS tM GiMmeated or indicated py the correspondence, Exhibit 
1414," which passed $n L942? 


ino, I think we considered this was-out of date. This 


Old ruling here was given to the agents, the Departmental 
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agents of the Texas Company in view of tha fact that at 


that time there was no tank car market in liontana. 


Q Yes? 
THE CHATRMAN: What Exhibit is he speaking 
abou t? 
MR. FRALEY: Exhibit "414". Dourefresh 


your memory I may say it is some sorrespondence which 
extended’ trom “the een or Nevyember, 19562,-sto the 20th of 
November, 1982, between Mr. George W. Ray, Jr., General 
attorney for the Texas Company, am his Canadian 
Customs Brokers, and the Department of National Revenue, 
Gustoms Division. and the effect of it is contained in 
Mr. Crulman's letter for the Department to the Texas 
uomnpany 's brokers ‘on the 29th ot November, LoSsy. in 
which’ the Texas Company's brokers were advised as follows: 
"You are advised that the contents of this letter have 
been reviewed and it ‘would avpear, in view or “the fact 
Ghat hers ereeno. posted prices sor gasoline in the 
State of Montana for sales in tank car quantities, the 
Suggested values in the letter of the Texas Company, 
based on the posted pricss of Kevin-Sunburst crude oil, 
would appear to be acceptable." In any event, you say 
tat if the Texas Company's imports are being accepted 
as “they-are,<it isnot by virtue of anything that was 
settled orarrived at as indicated by that .correspondence, 
Exhi bet "4749 

A That is right. 
Why are they being passeq and accepted at 6% cents for 
standard gasoline? 


A Well, the question has not come up as far as imports from 
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Montana until in June. We had an extensive investigation. 
June of this year? 

June of this year, and we had an extensive investigation 
ie Montana by one of our officers and up to the present 
time we have given careful consideration to his reports, 
and all other information that we have obtained. No 
conclusion has as yet been formed by the Department, by 
the erfrieials’ of the Department, as any decision rendered 
would have quite an effect on other imports of other 
petroleum products from other parts of the United States 
into other parts of Canada. 

ves¢ 

That one particular product would be crude oil coming into 
the East from Illinois, which is belns Sold, "part or it 
being sold at less than the posted price. 

THE CHAIRMAN: Do you mean to say that 
officials of the Dopartmm+t would countcnance a trans- 
gression of Dominion law applicable as much to Alberta 
as anywhere else, for consideration of what crude 

would come into some other part of Canada? 

NOLS I This is a matter of administration, a question 
of administration and interpretation of fair market 
valuc under Section 35 of the Customs Act. 

What would that have to do now with what would come in 
from the Illinois fielé@ into Eastern Canada. What has 
that to do with whether or not Montana is dumping into 
Alberta? 

You have a situation in Illinois where 80% of the crude 
oil is sold at the posted prices, but the other 20% is 
sold\ at priaes ~ [ ne the price in Illinoss to-day 


is around $1.10 a barrel. 


_ Lae 
* : Delis ! 
. a i i 
ns oa Ph 
o Po SHEL ‘ow 7 
i Be a] ; a 
it, apie a eet ae : 
ny? 5 3 4 o ne rt a) . ‘i 1 ? 
ry ate oe ne uy 4 ioe rope SA oe whe Lh ra ‘Ae ie oN altars a ¥ Py 4 : re s 
a | ' 


a) , Pily a vias ) soil 


’ ni F 
Sy ake Se sl RR et ' 
i. iy Tas rhe . dere } ‘ft M a hes sh vay it af 3B ‘aul ey! ‘be: J ii e 2 at a 
2 amr re ae ‘t " ory “en r ‘pies ito to: pao! 7 a denen at = 
aan AA ses 3 an '- ‘ o tue ae 6 vis owt aie ipokt a _ oF 


’ L +4 4 
if ' ) y nd ob 


# Seg 7, aoe . , . f oes a a _ * 
ot#e ovad oe Tady nocineeetat toute g do bab ras an 
, iow { tiie any ij +t io Pe ae c3) Be o w steetemb a 


. 


oo 
LOM 


. 7 


ee 


ca’ ta ‘oitiels asd. oe F- soate . ip apy eit: a oa 7 
, we ir 2. eae, S ee a a i 
a ie deve were “dag eb ey a aa aa the ath ere if bicuiow'* uF : aay 
‘ A ; ‘ By “ To 

a Ce ole t= EES con AF qihory teetonsoy 

, hey na dew tontti pit 


& ter ; r) 7 


ae i sasenic: spiro 4 ann tex kh 
| ait an “xs x ya a Pett nice eoret tune edt 
’ ak nie wacds jeer [46 bine ak ‘hat i 
ee er VN AB are h4 pe 
# seal m vie # ona ef ey sich o'tigstdh abe: _ 
7 oe rales ea a mie rat 0 fatale {tor porenety - 


DRS ew > tL a &, a i 
doh Hedy LSM its teh ae a . 
aie jigs as }, ei Ait a itd © ane ed fom tan | i 


bw d 


ieee | 


aiiit 


wich stitial dl Auto Té ort i 


A 


Dae aD 


mes 826 


I SA eS eseed 


MR. FRAWLEY: The posted price? 

The posted priege, and you ean buy oil, I understand, 
there on the open market for as low as 65 cents a barrel. 
Now, there is some of that crude coming into Canada at 
below $1.10. 

Yes? 

Now, you have a situation in Montana where a large 
percentage of the gasoline is being sold at the posted 
price, but there ere certain markets being supplied) by; 
as Mr, Wele1 said we had an investigation and we have 
proved that there are certain small refineries, skimming 
plants, thet sell to Montana farmers at prices whicn are 
nearly as iow as the Canadian farmer receives, or as low 
ifusome cases, Men Vouulweave  tTheraguestion of men take 
rimple who imports and buys over ione million gallons & 
year, and that *s the yveluc , @S Mr. Welch explained and 
as the information we obtained in June was, that the 
fot error Vale uic bev Gemutt ted as) 7 Cente fine 
DnIvecewwas Dased On the. average return on carloadbuginess 
in the State of Montana. Now we have discussed this 
Several Times With the Commissioners and the Chict 
Appraiser and the thing has not bem shelved by any means. 
THE CHATRMaAN: It was dormant during the 
per2,od from 173. ro 1959, till somebody medé a fuss? 
THAtTePuLI ns Or tne, Texas Company, (you mean, isin? 

wes? 

Well, yes, I would say that was dormant. 


Welb,; Of that owe will arise. 


(At this stage the Hearing was adjourned until 10:30 A. M. 


4th October, 1939.) 
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10.30 .A. Me Session 
Ath October, 1939. 


Ls 


SO 


A 


MR. FRAWLEY: Mr. Chairmen, I want to 
interrupt Mr. Russell's evicence for a few minutes and 
call Mr, Meltaberger to get some facts in svidenes upon 


which I want Mr. Russell to comment. 


GECIL D. MELTABARGER, having 


been recalled, examined by Mr. Frawley, saicr: 

Ma. FRAWLEY: Mr. Meltabarger, you are under 
oath? 

YeSe 

“e heave had in evidence that you have, you sell gasoline, 
that is Ethyl gasoline and "Q" gasoline to Alberta distributors, 
namcly the Lion Oil Company and the Artic Oil Sales Limitsad, 
that is correct is it? 

Yes. 

fre those the only two jobber accounts of any size which you 
have? 

No, we have the Arvetat tae Company. 

The Crystal Gas pitta just let us mention them all thon, 
Mr. Meltabarger, the poople that the Texas Sompany of Canada 
Linited sells gasoline to? 

Thoss are the three. 

Bo those people do businoss with your office here in Calgary? 
They doe 

They aro invoiced from your office in Calgary? 

Yes. 

THE CHAIRMAN: | ‘hat is the third company? 


The Crystal Oil ané Gas Sompany Limited. 
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C. D. Meltabarger. 


A 


MR. FRALEY: The Crystal Oil and Gas 
Company Limited of Lethbridgo? 

YeSe Ido not Know where they have their Head Offico, 
whether their office is at Lethbridge or not, I do not 

know but he is around here most of the time. 

They operete principally in Southern Alberta? 

Yes. 

Sn there is the Lion Oil Company of Calgary, the Artie of 
Lethbridgs and the Crystal Oil and Gas Company? 

TH! CHALRMAN: where is your oil deliverod to 
the customer? 

Tt is invoiced to them at Coutts. 

MR. FRAWLEY: But you say the business ts 
done in your offices in Calgary 
Yese 

Phe invoices go out from your Calgary offics? 

Yese 

And the cheocues in payment go to your office in Calgary? 
Yese 

But physically how is the gasoline obtained? 


fsasoline 


ce 
Co 


They send their trueks to Sunburst ty pick up the 
at the refinery and truck it to its destination. WO 
invoice them at a price at Coutts whieh is the Sunburst 
price plus transportation, plus duty, sales tax, and then 
we allow them the eredit of the trucking costs, whatever it 
amounts toe 

Yes, you mean trucking costs from Sunburst to Coutts? 

To Coutts, no, they assume that liability of trucking, they 
trucke 


That is their own. 
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G.-D. Meltabarger. 


£ 


Y6S 6 

So they only pay you fcr the gésoline, the duty and the sales 
tax? 

That is right. 

At Coutts? 

YoSe 

It is @ prico as of Coutts? 

Tee Gina SICH Us 

Now take in the ease of Licn Oil Company, what is the invoice 
that you give them, perhaps you can tell us from memory, 

what is the invoice price per gallon at Coutts that is 
charged to tho Lion Oil Company? 

I cannot tell you. 

For ¢tandard gasoline? 

I cannot toll you. 

You have not got that information? 

Not just at the moment. it is at the office but I cannot 
tell you off hand, 

“Well thon, perhaps without the duty --- 

THE CHAIRMAN: Mr. Meltavarger says he hes it 
at his office and no doubt he can phone and gct it. 

Yes, fo think 1 Gen tegl you what it is, 4% 4s 62 eente et, this 
rofinery, plus Sales Tax and dutye 

This is what tho Lion Oil Company gave me the other morning, 
I think I gan tell you from memory and perhaps we can agresa 
on it, 62 cents, 1 cent duty, .68 conts Bales Tax and that 

is all, and that adds up to, 6+ cents is 7# cents imporial 
pation? 

Correct. 

So that. there is a refinery price of 7% cents? 


YeSe 
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Co. De Meltabarger. 


Q A duty of 1 cent, the Salos Tax, the Lion Company tells mo, 
of .68 cents and that I add up to 9.18 cents, in other words 
the price which the Lion Oil Company pays at Coutts for that 
gasoline per imperial gallon is 9.18 cents per gallon, is 
that correct? 

A I would not say that is correct, but T think thet is the besis. 
MRe SVITH: What did yru say, Mr. Frawloy, 
is your addition correct. 

Q MR. FRAWLEY: You said brokerage? 


Het tys"eddea™toe their bill. 


f> 


Q My arithmetic is quite right, 7$ and 1 and .68 cents. 
MR. SMITH: I think that Sales Tax should be 
e74 centse 
Mae FRAWLEY: I know but the Lion Oil Company 
tells me definitely it is .68 cents and if it is .68 conts it 
is 9.18 cents per gallon, Mr. Maclecd? 
MR. MACLEOD: Yese 
Mie FRAWLEY: I do not want to be Working on 
these assumptions and if possible I would like to adjomrn for 
a minute or two and get tho correct ieotnat tone 

A I cam get that. | 
MR. FRAWLEY: i think $0. 
THE CHAIRMAN: Yes, I think that waild be 


otter. All right, wo will adjourn. 


( An Adjournment of five minutes was here taken.) 


ie 


: a Le 4 é = rey a ons % 
. i ‘ b s La 4 ine a iy 
‘ i = tote heated ¢ ; pore 3 
econ phase Ty whet Laan as ate Cpaeap tt chap | ie 
an j - j eo | Ff } 
' ' ‘ 
. “ 
' . aia ph i ies oa 
es nare sees Sse BA ae : 
a . : (+ rey: 
¥! Wy 4 , 7 iw vie om ; 
4 
ee _ 
7 = PS 7 rit ee fa - 
y nas | aah eS 4 aon - aA --+ ’ 
‘ Py ¥ 8 st : 
root Hp ti rae 
“a 
ay ar, - he es 12 
os aes = it iat eae Perks. 
+ ay - oy oa 
si . : i a 
ei : Fs : 
c ; ers aie pa 
‘ oy ¥ iy ) " I ¥ 
: oe ce rn 
hy sa = oe =o F Ha as ty PA oy ‘ ptt v or ey 
. ur : : : 
, ’ iy a) i ary bs) a * 3 “+ ayant ar tig 
‘ 
by Pat ah Dare 
; 2 RS cote, Bea ie o Pia ONAN doesn ap 
a es cae : Eee ye tuen Ro) eas 2 Sai 2 i | Pigend 
i Le ; ) - yay Pe Ate ge toe 
! ie eet aa : 
Pcie > Bees 
¢ : 4 
: 
= Bee te oS Acie ‘ aig 
Breas : r wei site ce fae \ ah 
, | : 
i : 
wy Ps . var, oY 5 ae tegt ; ’ . . 
; " e 
A 
r St he ; 
: ee ia PRS ae af 
v ‘ : m 
} a t 
ere ‘ "t n 
feet Sars 
“a > oo on San.” 
ites eg ter ey orn enemas: ee oe AEN: 
' yy: re Y ipa " ta 7 
; 
re F es A me ae ‘ we i ae z y 7 tes Seta en 
WAG ns e o ae ; ee rae j r ne PS aN as be ~ <a BR ona : 
, ” Se ah pa Fe # 
4 t Vahieat ; 
Ang she 
ae % 
at ee ic 
> 
; , 
he eat 
5 5 By Rat 
ae ar Path 
4 
« 


ieee | Saunt: mom ween 
iy eee suave ins ; 
; ' Ll 


HH 


MTG AS) 


GC. D. Meltabarger. 


MR. FRAWLEY: Now, ‘ir. Meltabarger, you have 
for production some sample invoices. I show you an invoice 
of the Texas Company of Canada Limited to the Lion 
Refining Company, Calgary, dated September 21st, Invoice 
Nos L0Ch em lnat 1S an invoice of your company and it 


mepresente an actual sale of fsoods*% 


LOS, wit 
MR. FRAYLEY: Soper Theat as an Benin. 


(DOCUMENT IN QUESTION IS NOW 
MARKED EXHIBIT "629", ) 


ris Ls"an anvoice of the alstvor September to Crystal Gas 

& Oil Products, Medicine Hat, alberta, and that is an actual 
Shipment and sale? 

LG "So 


(INVOICE IN QUESTION IS NOW 
MARKED EXHIBIT "680". ) 


Poo wie sane tor thiswnveoite of September 14 ,. 1980, “ce 


Artic Oil Company? 


Yes. 
(INVOICE IN QUESTICN IS NOW 
MARKED EXHIBIT "631" .} 

THE CHAIRMAN: Wheat was Exhibit "630"? 

MRe FRAWLEY: Invoice to Crystal Gas & 077 


Products ,“Medieine Hat. 

THE CHATRMAN: Meqioine Hat? 

That was the destination. 

Oh, yes. 

MR. FRAWLEY: Now then, taking the one to the 
Lion Company, because I ama littie more familiar with 
(heir price, tis invoice, Bxhibive"629" «shows. that) the 
Lion Oil Company purchased how much of this "Q" gasoline? 


868 gallons. 
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C. D. Meltabarger. 


838 gallons of "Q" gasoline at a price at Calgary of 9.18 
cents? 


Thateisrrignt, 


That was the price I gave you this morning. That 9.18 cents 


batmedescup this way: 7.5 cents, refinery cost? 
Yes. 

Theavecs on imperial gallon. That means that their refinery 
cost in U. S. gallons is 6% cents? 

THE CHATRMAN: What? 

MR. FRAWLEY: I am told you add 1/5 to that: 
Theat whe nrieht:. 

Lsothet enigh tY 

Yes. 

6g cents is the refinery cost per U. S. gallon, or 7.5 
centsran ‘Imperial,callon? 

That is right. 

And then they are charged with duty of 1 cent, which means 
that you have made that outlay? 

Yes. 

And vou, charge them? 

Yes. 

And they are charged with .68? 

»0068. 

That is dollars? 

68/100 of a cent per gallon. 

68/100 of a cent sei tax? 

Lee 4 

Which also is an outlay by your company, and you bill the 
zion Company? 


Yes. 
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C. D. Meltabarger. -13, 835- 


So that the wion Company pays at Calgary----- 
MR. MACLEOD: Coutts. 
MR. FRAWLEY: Pays as of Coutts but they pay 


you at Calgary. The hauling charge is entirely out of 

this invoice. Mr. Plotkins hauls it himself and there is 
added to the 9.18 cents whatever the cost may be to haul 

it from Coutts to wherever it is taken? 

COPrEDS » 

sut getting to the base or refinery price, that appears 

to be 6% cents per U. S. gallon? 

Yes. 

And when that shipment came into Canada, would you be good 
SnoucrsOaeive the mechanics of the shipment. It moves 
Out of the Sunburst refinery by the Lion O11 Company's truck? 
Theas DSL rien. 

And what “papers are given to the iion Company truck driver 
sO SeCer tian Ne gets across the Border properly? 

The agent Tor the International Refining Company prepares 
whe -Customs Declaration papers'and hands them to the, 
Pivelieve ahey hand them to the truck driver, whe brings 
them to the Line and turns them over to the Customs broker. 
He declares the products and paye the duty, and the sales 
Doe ease r ime Li ae: GAS Border. 

sow, 1 Snow you Bangbit "482", which was fitted by yourselr, 
ana When Covers an invoice of woods purchased by your 
Fompany » Would the goods represented by the invoice, 
Exhibit "629", gold to the Lion Company, would those goods 
be imported by the Texas Company of Caneda? 

Yes. 

It ig-an importation, not by the Lion Refining Company, but 


by the Texas Company of Canada Limited? 
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Ue Wee. tabarreer . 
Veo. 
TH CHa TRMAN: What Exhibit do you refer to? 
MR. FRAWLEY: Exhibit "482", which is 4 copy 


of an invoice filed by Mr. Meltabarger some time ago, 


covering one of his own importations. 


Tit GHATRMAN: Ses. 
MR. FRAWLEY: In other words, as far as 


importing is concerned, that truck driver is making an 
importation for the Texas Company of Canada really? 

iat 28 rignie 

46 clears it at the Customs through the instrumentality of 
some such document .as Exhibit "4382"7 

Teas “1T 3 

Bnd wien he takes it to wherever the Lion Company inetrocts 
him to take it 4% the Lion Company ’s expense? 


Yes. 


Mp 


1UeYG 1c a peneral froksrage fee charged av the Border ; 
who assumes that burden, if any’ 

The Lion Oil Company. 

So viere would heve fo be added to the S.2e cents the ccst 
of hauling, and any brokerage charged and that would be the 
Whole laid down cost of the Lion Company? 

Correct. 

HOw, Sverytning® réaliy in this invoice exespt the refinery 
cost is a disbursement by your Company and you are simply 
seeking to be recouped for that by the union Company? 

Le | | 

oo thet if bo1ls down to this, that you, aré selling the 
ion Ket ming Company this "Q" gasoline, this standard 
gasoline, at 6g cents. And are you selling the Crystal 


Company----yes, it appears from Uxhibit "630" that the 
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Gy 2. Mel taberger. 
Crystal Company also pays 6% cents per U. S. gallon at the 
refinery? 
RNS deo oe 
and then there is still a further one, the Artic Oi1 Company. 
I% 18 suggested they pay on a different basis. Oly 
are sufficiently familiar with the business, with the artic 
account, and ,can you tell us whether or not, regardicess 
of the basis, the Artic pays more or less or exactly the 
same as the Lion Company, namely 6¢ cents at the refinery? 
Well, they pay more and probably in some cases they pay less. 
Pu thle particular instance they valid a qharder-of a cent 
(ere, sl oes lasis is diticrent.. In other words, we bie 
them on the basis of the tank waggon at destination less an 
allowance. 
The tank waggon at Calgary being, as we know, 16% cents on 
"Q" gasoline, what would the Artic pay. Can yous (Driers y 
tell us what the Artic would pay to-day for what is----- 
They pay 11$ cents. 


They would pay 11% cents? 


Le os 

THE GHA IRMAN: WNeLe? 

Calgary » 

MR. FRAWLEY: They would pay 114 cents at 


valgary lor the gasoline? 

That would be their cost. That would be the basis on which 
we would bill them 5 cents below the tank waggon. 

5 cents below the tank waggon. That is the margin that 

you give them? 

Yes. 


O.45,, that 1s, “Q" gasoline, that Le standard gasolire . 
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-13,836- 
C. D. Meltabarger. 
The Calgary tank waggon, you say, is 234? 
thay 2neludes./ cents tax. 
Or 16% cents, and then you take off the tax. The invoice 
shows the tax is immediately deducted. Tha t leaves 16% 
eents, and then less margin 5 cents, which works out to 
11% cents. Then you take off the freight to Calgary and 
yoUreGcaicuration of the cost of carrying one gallon of 
gasoline from Sunburst to Calgary is in dollars .03754 
or in cents something like 32 cents? 
Yes. 
Per g3) one 
Meas 
Pio swne ne vGu heave a final figure here, hte oe tel ers 
and that is the price you charge at the refinery, 7% cents? 
Right. 
met means thet this company is paying a quarter of a cent 
more than the wion and Crystal? 
Yes. 
AG: the refinery? 


Yes. 


It might be, you say, that they would pay less than 62 cents? 


That depends on the tank waggon at the point of delivery, 
wherever it might be. For instance, the Lion do not sell 
at Lethbridge. The Lethbridge tank waggon might not net 


back that amount, or it might net back more. 


Would you be good enough to make a rough calculation for me, 


because I can give you the tank waggon at Lethbridge, it 
ing OA Oa suppose that the Artie Company is bringing in 
Sasoline On the Lethbridge basis, and Lethbridge is 17.7 


on "QO" gasoline. Now, can you make @ Similar calculation 


- 7 mk rent: a 
= eres wy Bee ee, af Layne ant 
; =i 7 ee Pt - 
ast shes vous ant 
ad at at Pe a hal i ie i pits t oe Si ee ae as 7. aie tert. iz joes “eye 3 “40 ee 


4: geuear' jp a” ee tot {terete et <p sa ‘act - 


Waren 3 


: 
ed 


: ; ; : ‘ t . 
ir doitee pte O Sia a an? ‘Bob ) nee 
r= m Cabal By ee A i oe , ; 
Oy 
ee ee “in . om Ay oS 
s ! ¥ Ce te ee may “ah i ' { t 0%, ines Ri ri : f 
Mw aul Ae ; © eh MEPs it ; | r 
My my 
A . a Si ee ference LOY - 
na terak “ty tea Geil Fe weirs Lae TaD 
eC rely piper * J 
¥ 
: | te el G at 6, es a ae ., 
SRE hoot 9) eh penta ed Ter wet sat oeey 
(Tet & r 4 Ag ’ rs “4 
Z Pore eeme RE cts Mieke» an 
vies wien ER pom he eed 1 PINE, Bren ALO : 
a "eae 2 > 
; 4h ~ ’ 
Ay | Sku = oh E +, ae | aay A 
s rs rr { t BS } he Ee % 7 
—— oa 
- ts 8 a 
: 1 sale A ‘ i ae i ar % aie a 
Rain” ay ad sem) Tan ft 2 Brod WO eee hos ¢ 
t bid at eri Te a : 4 = 
4 fue | Wh : 7 . 
’ “ mi Sy a ate Tit) Yep Unais ee ae Pa 7 + ie i 36 4 “o oom wt 
P: i ‘is ee 1 man ' aay ae ae ida 
. : : 
‘a ih a 
. 
a! ; 4 as sy bey rs) 
Oe Sao engin io ee Bt ga) ape? 2e07 
‘1 ee g 2 mw ; ‘ 
oa me 4 , | | | | | : 
n) : iL ice Me ; rot in pin eae 
t7 pte way Aaa aol. “aie edt seein 
r i, { r ay ry 
. + fan 2 


” 


ys | | Tran tey Sa _ 


. 7 
hy "ah fi) ee 


; a ar “6 ena 
as ’ vs 4 m 2 : ie , 
ay" P es P ~ se’ ie a al i oh 3 Paks Be a7 F 7 
Bott ueniiary Saag Masai Cas eae wi Je See y ay _ oo ue Y% 4 J 
CE ae) 3 Perea rd ene) ros ; : 


7 
gl 
id 

- 


A } ws 

ny ey ‘Ane ak 
oars cay oe 
ei 

“i 
+ Prey os « * eee: ten 

rae a Rony og ae fuel f sae ce 7 ses au a sit tier 2 
Rio, Fat whe at ene 


Se 
oe 
e 
’ 
. 


Pei 
7 a on aaclu ores B Joe Hx Ditty san 


oot Sy Matra en Bases a Oe 
on 


” 


“a4 


= © 


&2 


D- = 2 


-13,837- 
UC. De Nel tabarger’. 
to the one you made for this Calgary shipment, for Artic, 
ExnoL y UGOL"s 
IT do not know what the freight is. 
THE CHAIRMAN: LS (Ae Gr pVe ga evety 
MR, FRAWLEY: wes, Expibit Pegi. 
2OureLeet pawe Olt 5 cents? 
Yes. 
Then we have what? 
dee 7 
he Gave lee7, 200 then you. have the (rerent Picuration: 
I do not know what the freight is to Lethbridge. 
Really, what we should have is, in view of the fact the 
Artic is on a different basis, it seems to me, Mr. 
Meltabarger, what we shouid have is an Artic invoice for 
Lethbridge? 
Welt, OL 7s0urse, every destination point would be different. 
buy it would show a variation in that refinery price, 
Whereas Gxnibit "630" and Exhibit "609", the Orystal 
Company and the Lion, they heve a constant 6 cents per 
Veioeeallon ay the retlinery. he Artie Company varies? 
Ore eOurse, 20 would not show correctly either. -For-exenole, 
Lo LGne Artic ship or take a load of gasoline into Calgary. 
Yes? 
We bill them on that basis. But they take some of that 
CasOLine Go Eemrr end if there ig o differential they pay 
us the difference on that gasoline when it goes to Banfr. 
Hach month they render us a statement showing all deliveries 
made out of Calgary to their other distributing points 
ena tuner pay vs the differential: 


There is an adjustment made on the basis of that repart? 
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GC. D. Meltabarger. 


1¥eg. 


Do they have two or three main hauling places, Calgary 
and Lethbridge? 

Yes, they have. Lethbridge and Calgary and Edmonton are 
the, Drincipal pointe. 

And adjustments are made for shipments out of those three 
points? 

Yes, they pay us considcrable money on differentials. 
Well, now, I want to ask Mr. Russell something about that 
anc i ai eoime bo be guite satisfied I ask him enough, 

So that we have the fact that it would work out in some 
instences that Artic would be getting a better refinery 
base cost of better than 6+ cents? 

I would not say that. Ld0 not know that: 1 panned 
answer that. IG 2S possible that there might be a cage 
Where ney would eet a better price. 


The arrangement you have made with them leaves the door 


| Spent thet beings the case. The nature of the arrangement 


you Made makes 1G possible they might get that? 

Yes, that is right. 

Now, come to this :ion Invoice, Exhibit "629"% 
Understand, in answering that other, also they pay more 
than 64 at different points. 

Yes, I understand. The Artic may also pay more than 62% 
cents. Now, Mr. Harvie asked me do you have the average. 
You have nothing here in your head at all? 

No. 

We Wilh heave to ask you to-go and dig that up if it is 
important cnough. You have the sales tax.in here to the 


Lion Company. The brokerage, you say, Mr. Plotkins looks 
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C. D. Meltabarger. 
alcer Himseir? 
Yss. 
This is complete then. It seems to tell the whole story, 
except one thing, perhaps, exchange on American funds? 
The exchange question has not boen settled yet. That is 
being discussed now. 
Mis statement is September alist, 19497 
Yeas. 
There was a distortion of exchange at that time? 
Yes. 
So I put it to you that probably this company owes you 
something more on this invoice, do they? 
That is right. 
ecw iehatepsait. Now, to bring oenselyestwithin, the 
Customs Act,I want to put something on record here. It 
is already on the record. The Texas Company of Canada ig 
& company owned and controlled by a company. carrying on 
business in another country than Canada, namely, the 
United States of America, and mmely, the texas Corporation? 
COrrect. 
nat “Ls all. 
MR. COMMISSIONER LIPSET?: Mr. meltabarger, I would like 
to ask you a question or two about the statement that was 
made yesterday afternoon about the set-up of these various 
companies. There is the Texas Corporation, which, ~ under- 
Stand ,-is the parent company , and they have a wholly 
owned subsidiary, the International Refining Company, 


Operating the Sunburst Refinery? 


That company sells all its products to the Texas Company of 
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Cre D.. Meltabaergzer. 
Delaware? 
Correct. 
Wro in turn sells the Sunburst products to the Texas 
Company of Canada and the Texas Company of California? 
Yes. 
is there any reason that you know of or can tell us why 
the refining company at Sunburst should not sell its 
products direct to the Texas Company of Canada and the 
Texas Gompany of California? 
Well, I do not know. That is just a matter of internal 
handling. In other words, the Texas Company of Delaware 
ig the operating eompany, or of this corporation on the 
North American continent at least, and these other companies 
Brevresiiy just Gépertments. in other words, Ghe rerinins 
department refines the products for the sales department 
and that is their whole business. The producing department 
produces the product and it is a matter of internal 
handling and instead of----- well, the Texas Company acquires 
the products but the refinine department produges, or 
from the refining department, and distributes them to its 
various sales departments. Actually, it is just the same 
aS van Our Office. fere. We have a credit department which 
Supervises credits and an accounting department to take 
eare of the financial transactions that take place, and 
a Ries caper inent that sells the products. And these 
other departments just handle them. That is all it amounts 
to. .[t is just a departmentalization of the operations 


of the company. 
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Is there any reason that you know of why that extra 

pet of costs should be put on this product? 

There are no extra costs. 

First of all, selling to the Texas Company of Deleware 
and then reselling tn the Texas Company of Canada? 
fliers la nO extra set of costs in that. If the inter- 
national Refining Company sold to us they would have to 
do the same accounting that the Texas Company of 
Deleware does. They just hendle that for them. They 
are set up for that purpose. They have to have an 
accounting department in Sunburst for instance to 
handle their sales- 

pho they not have to have an accounting department at 
Sundurst to-day to invoice everything out to the Texas 
Company of Deleware? 

No, I think that is handlcd in New York, just a transfer 
proposition. 

Well somebody must get it originally from the Inter- 
national Refining Company, must they not? 

Yes they do. 

Would not the staff that does that, invoice it direct 
tc the Texas Company of Canada? 

It would te the sane. 

And to the Texas Company cf California? 

It would be the sane propcsition. It would make no 
difference inscfar es the ecmpany wasn concerned, how it 
is handled, just a matter of technique. 

I gather now from your set-up, it first of ell has to 
go from the International Refining Company to New York 


and then from New York to the Texas Company of Deleware 
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and then from the Texas Company of Deleware to the 
Texas Company of Canada? 

They are all the same. Thef are all right there in 
the same office, the same Loard of directors, the same 
officials and everything. 

You mean the Texas Company of Deleware operates in New 
York? 

They are all the same; it is one and the same, their 
offices are all the same, their officials are all the 
game, their accounting employeés are ali the same. 
There is no break-up of that at all. 

Now is one to gather fron that, that the price which is 
charged by the International Kefining Company to the 
Texas Company of Deleware is exactly the same price which 
is ultimately invoiced out to you? 

I cannot answer that. 

How can you say it is merely an accounting department 
for the International kKefining Company, and that there 
is no extra cost? 

CT an speaking now, there is no addition of eost because 
of the departmentalization of the operations. 

THK CHAIRMAN: There may be an inter- 
vening charge? . 

Oh there may be. 

And 8 DBOTIE 

And a profit but if the International Refining Company 
pbrlicd it direst, we have no reason to believe that 

they would not add that profit themselves instead of 
handling it around through the Toxas Company of ‘Delaware. 


WAJOR LIPSiut?; Do you happen tc know, 
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Mr. Meltabarger, whether there is an additional 

charge made to the Texas Company of Deleware over 

and above the cost? 

No, I do not know. We have a contract with them to 
cover the purchase of products. Now naturally we 

have reason to believe that the International. Re~ 
fining Company makes a profit on the products they 

sell to the Texes Company of Deleware. There is a 
profit there s30mewhere - 

THE CHATR AN ; And I suppose it is 
reasonable to assume that the Texas Company of Deleware 
makes gs profit for themselves when they sell to you? 
Thats 18 possible. 1 do. not know. 

wAJOR LOIPSETT ; You see the proposition 
Daal Cubbies tC yeu=---— 

That is a/matter--=- 

It is not for you but I am putting it to you as the réep- 
resentative in Canada, it looks tc me as if there is a 
very serious explanation required aa to this interven- 
ing between the two companies, the International Re- 
fining Company? 

The International Kefining Company wan purchased by 
the Texas Company, or the Texas Gompany of California, 
I mean originally, and they carry it ox under that 
name. The other refineries of the Texas Company aro 
all carried as Texas Company Refineries but that one 

is carried differently. When I say the other oneal 
mean at Lawrenceville, that is carried the same way«--- 
As the Siti at present, the refining company, 


that is the refinery which if refining your Montana 
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erude, that company is not selling to you and you do 
not know whether there is an intervening profit put 
in? 

Well they are in exactly the same offiees sao far as I 
am concerned or so far as any purchaser is concerned 
as if we were buying from the Imperial Oil for example, 
they have a refining department that supplies gasoline 
to their sales department and there is no difference 
because you call it the International kefining other 
than if you called it the Texas Company. Now the Texas 
Company, the Texas GCorpuration,: owns the whole thing, 
just as the Imperial Cil owns the Imperial Refineries 
and the technique, the handling is identically the 
same « 

Mike FRAWLEY: In fact it used to be 
called the Imperial Refineries hut they broke it up. 
MAJOR LIPSETT; But there is this very 
serious difference as I see it, and I think it is only 
right, tO mention it. to you, that all the facts have 
been put before us by the Imperial but in your oase 
the reason for this and the prices for this, have been 
concealed or not disclosed even to you as the tlanager 
in Canada, or to us? 

Thate isa right. 

WR. FRAWLEY: ure iieltabarger, just 
following that up, where is the Texaco motor oil made? 
AtePort Arthur, Texas. 


And who operates the resinery at Port Arthur, Texar? 


The Texas Company. 
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The Texas Company? 

The Texas Company. 

The Deleware Corporation? 

Yes. 

And therefore yor buy in that case direct from the 
person who makes it? 

Well it is just the same, there is no difference 
actually between the Texas Company, the Texas Company 
operates the International Refinery too. 

But it happens that the International Refining Company, 
&@ separate entity, operates, makes the gasoline at 
Sunburst and sells it to the Texas Gompany, the Deleware 
Corporation? 

And so does the refinery at Port Arthur, Texas. 

That is the point now, it is the International Refining 
Company operating a refinery at Purt Arthur, Texas? 

No, the Texas Company operates all of them, the Texas 
Company of Deleware, operates all of them. 

THE CHALTRMAN: No. 

Mine FRAWLEY: No, no, the International 
Refining Company operates the refinery at Sunburst and 
tals Viet, out to the Deleware Company as we have been 
tola? 

Yes. 

Now there is net a similar situation at Port Arthur, 
Texas? 

Yes. 

There is a similar situation? 


Yes. 
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Q Theu what ib the company that operates at Port Arthur? 
The Texas Companys 

Q But there are nut a8 many buildings there, there is 
not s+<= 

A The same thing exactly. The refining department transfers 
it to the Texas Company at New York at a fixet basis. 

Q I know? 

A A fixed price, 

Q, IL know? 

A And they spell it. 

Q MAJOR LIPSETT: You say the Texas Company 


Cf New York, is that another company? 


A The Texas Company, is the Texas Gompany of Deleware. 

Q MRe FRAWLEY; With head office in New 
York? 

A They are incorporated in Deleware. 

Q But we have three companies in the transaction at Sun- 


burst, now that is the point, we have that evidence? 

A On paper, yes. 

Q Yes, I mean on paper. I realize it is all one in New 
York, certainly. Mr. Dodge runs it all I suppose with 
the help of somebody in the refining dspartment? 

A He sells all the products from 21 or 22 refineries. 

Q Sure, but on peper there are three companies in the 
transaction as Sunburst and one isc the International 
Refining Company, the y make the gasoline at Sunburst, 
and thet is all they do and they sell it all te the 
Texas Company of Doleware and then the Texas Company 


spells it to you? 
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That is right. 

Now let us go to Port Arthur, Texas, who makes the 
gasoline? 

The refinery at Port Arthur, the refining department 
of the Texas Company. 

Then the International Refining Gompany is out of the 


picture down there? 


YesBe 


So down there we only have the one company, the company 
that makes it, sells it to you, the Texas Company of 
Canade? 

We> nos 

No? 

The refining department of the Texas Company runs the 
international Refinery at Sunburst. 

Yes? 

ney Fun the Yefinery at Porb Arthur and the one at 
Lockport, Indiana and---=- 

What did you say about Sunburst? 

The refining department of the Texas Company rune the 
refinery of the International Refining Company at Sun- 
burst, the refinery at Cody, Wyoming, Casper, Wyoming, 
and so on, 

Perhaps it is not worth one hundredth part of the time 
we are spending upon it but I just went to know wherein 
the situation at Port Arthur, Texas, is identical? 
Insofar as results are concerned yes. 

But not theoretically, not on paper? 

The transactions are the sae. 


But there are not as many companies in the process? 
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We invoice and when I say "we", the International Re- 
fining Company is used as the heading on the 
stationery and so forth, instead of the Texas Company, 
and that is about all. 

Now one other question I want to ask you, in view of 
the terms of Section 6 of, Sub-section 6 of Section 6 
of the Customs Tariff, I want to ask ycu if you, why 
you fail to muke a charge to the Lion Oil Company for 
Of. be cover sales, éistribution and advertising costs, 
sales, distrioution and advertising costs, you charges 
the Lion Company nothing for those, tn cover those three 
kinds .of.costs, ,do.vou? 

Well we sell our products in competition with local 


marketers. 


Yes? 


We did sell the Lion Refining eMibany at ea higher price 
than we are getting at the present eS until the iaple 
Leaf Company, an Alberta operator, a subsidiary of the 
Imperial O11, went to the Lion and went to another 
customer of ours, the Gas and Oil Products and the artic 
Cils. and offered trem a 6% cent margin, while they were 
getting about a 46 cent margin or a 4 cent margin from us 
and obliged us to reduce our. price. 

I know, that is your excuse perhaps, but i pun te Go you 
that you have some sales, distribution and advertising 
costs in connection with your business wea the Lion 
Oil Company, you have some inevitably, have you not? 


Well the actual cost is the billing cost only. 


How about edvertising? 
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We do no edvertising for them. 
Wel” they sell ithyl gasoline under your name, Sky~Chief? 
No, the Lion Oils sells it. 

The Lion Oil Company seils Kthyl gasoline under your 
name? 

Yeso 

The Artic Oil Company sells ithyl gasoline under your 
name ? 

Yese 

And the Crystal does too? 

Yes. 

Whatever they do sell, it is only the Q gasoline that 
they sell under their own name? 

yeas 

And I put it to you there would be some advertising 
costs? 
NO « 

Well in any event you say you do not charge them with 
any, you certainly do not charge them anything for those 
three kinds of costs, you do rot add anything to the 
refinery price which you pay. that is obvious is it not? 
Well I think the answer to that is rather a Loft-handed 
one, we sell the procuct at the best price we can get 

in competision with others. 

I know, that is your answer, but the fact remains, in 
any event, whatever may be the reasons that drove ynu to 
do it, you sell it to them, it is a flat transaction? 

At a prices, 

At 64 cents and that is what you pay the Texas Company 


of Deleware? 
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A Yes. 

Q, “© pug, tb to, you that there are some costs, be they in- 
finitesimal or ot herwise, there are some costs under 
these threé headings mentioned in the Statute, sales, 
distribution and advertising dosts; Z put it to you 
that there are some but in any event<+--+ 

A NO.» 

Q The fact is you do not charge them anything under those 
headings? 

A No, there is no sales, distribution or advertising 
costs in connection with those sales. 

Q Mir. Meltabarger, I do not care whether it is a oe 


hundredth part of 4» cent hut it does cost you something, 
16 Bell it,-whether it is on paper or not;-to the Lion 
Oil Company? 

A That is the only cost. 

Q You say that is the only cost, #nd that is a very ob- 
vious one and you do not charge them for it? 

Q, MAJOR LIPSHTT: So far as your Canadian 
Company is concerned, Mre tieltabarger, apart from the 
American company, the business from sire Plotkins' 
rerineryris of no value tO you? 

A How is that? 

Q 48 I understand, on the prices which ily. Frawley had 
put to you, that even if it cost you nothing to sell 
it, you are just getting nothing more than you are pay- 
ing for the product,from Mr. Plotkins? 

a Yes. 

Q So that so far as your company, so far as your business 


carried on in this Provinee is coneerned, that is bring- 
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ing in this iOMtana gasoline and selling it to Mre 
Plotkins, is of nd value to your Canadian company? 

Oh yes. We have a subsidiary benefit in this respect, 
wre Plotkins hauls gasnline for us from the refinery 

at a lower price than we can get it transported by rail, 
that is one; secondly, we buy gasoline off iir. Plotkins, 
third-grade gasoline and distillate from iir. Plntkins; 
that is an arrangement which is in consideration of his 
purchasing these products and we get the benefit. 

That works out---- 

We get a better price we consider, those products at 
a better price tuan we could get possibly if we did not 
sell him our products as we do and we get a subsidiary 
benefit in the sale of our products, entirely aside from 
the fact that we add nothing to our cost, and that is 
that we get distribution in portions cf the territory 
where we have no distribution ourselves and that in 

turn contributes to the sale of our products through 

our own facilities because people travel from one com- 
munity to another, so we get several benefits from that 
in addition to the monetary compensation, to cover our 
coats. 

Mine FRAWLEY: | The Crystal Company, you 
have no reciprocal arrangement with the Crystal Company 
like you have with the Lion? 

Yes, the Crystal Company haul gasoline for us into the 


Province of Saskatchewan at a cent a gallon less than 


we can get it hauled otherwise, that is one consider- 


ation. 


Why do they de that, they are not public benefactors, 
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are they? 

Well that is the arrangement. 


They would do that for me, would they not? 


A 
@ 
A No sir. 
Q If I had some gasoline to haul? 
A 


No sir, not for anyone. 


Q Just for ynu people? 

4 Yese 

Q Was it 1 cent less «neu what other truckera charge? 
A Yes. 

Q Why is that arrangement; because you give them such a 


good price? 


ma) That is one of the considerations for selling them our 
product. 

Q Foun, eeliing your product at all to them? 

4 Yeose 

am There is another one I omitted to mention te you, you 


pay the sales tax for ir. Plotkins, you actually deal 
with the Dominion Government and that costs you sone- 
thing, you cannot do that for nothing? 

A He pays that to us. 

Q I mean the services, you go as his agent and pay the 
sales tax? 

A The brokers do that and he pays the brokers for it. 

Q The brokers pay all of the sales taxes? 

A The sales ‘taxes and duty. 

dnd there is no service on your part? 


We have nothing to do with it. 


ae © 


Who pays your sales tax? 


We do. 
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Who furnishes the funds? 

We dOe 

Who furnishes the broker at Coutts the funds to pay the 
sales tax? 

We do. 

You do, then you are advancing for Mr. Plotkins' benefit, 
a €8/100ths of a cent on every gallon he brings in and 
you dO not charge him for that, for the use of that 
money? 

We get it back the same day or within a day or two. 

But there 18 a service there. That is all I have to 
ask you, lr. Meltabarger. JI will put Mr. Russell back 
in. 

WRe PLOTAINS: L would like to ask one 
question. 

THE CHATR. AN: Yes. 

MRe PLOTKINS: Mr» bieltabarger, the 
original price that was qvoted to our company was what? 
I do not remember but I think it was 7% cents or some= 
ee nels that. 

And was not the last reduction to 6% cents on account 
of our company reducing an equal amount on the product 
which we sell your company? 

Well a part of that amount. 

So that there was, it was only an amicable arrangement? 
That is right. 

To get the price down to a parity with other companies? 
That is right. 

MRe FRAWLEY: That is Pight, but I call 
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your attention to your own importing price as appears 
from the Peat, luarwiek and ilitchell report of your 
operations; Exhibit Molot; pagé 13; oh -the lat of 
January, 1937, you were paying 8 cents for that "Qn" 

for that Fire-Chief gasoline, for that Fires-Chief "qQ" 
gasoline, and that continued until the 25th of October, 
1937 and then it went down to 7.50 and continued for 
about a month at 75 cents; then it went down to 6g cents 
and than ran from November 1967 to June 1958 and fron 
June 1938 you obtained 6% cents to now? 

Our original arrangement with tir, Plotkins was that he 
was tO pay us a quarter of a gent above our cost €t the 
refinery but we were obliged, bequuse of competitive 
offers, to reduce that and then we made an arrangement 
with Mr. Plotkins in consideration of his selling his 
produsts at a lower price,.to reduce his price, in other 
words we had a sew-cfi' so to speak. between the two products, 
our products and his. 

wiAJOR LIPSETT; Does that indicate then, 
Mr. Meltabarger, that this present price would not be 

a fair and correct market price of the products? 

We are getting other things, we are getting a lower 
price on the products we buy from him and other things, 
instead of, instead of money, in direct payment of these 
products. 

Does that mean in effect that in order to got the benefit 
of his produetion in Canada, that you are selling a 
Liontana product at less than the correct market price of 


the Montana product? 


Se 
ai 


i 


* 


} 
! 


i 
Aes hs 
\ 
fine a ’ 
as fe 
f Rieti a ea , 
ci { 
se 4 
: Paria 
«Bi i 
J 
’ 
ny re 
M, 


OF) 


CG. neltabarger 


C2 
15 


rf © 


£2 


~ 13,855 = 


No sir, we are selling it at a higher nrice, our products, 
to Mr. Plotkius and to the wrtic and’ to these others at 

a higher prigo than the fair market price at Sunburet at 
the present time or at any res 

I thought you just tola me that you dif not know the Sun- 
burst price to this Delaware corporation? 

Oh, that is right, I do not know what they are selling 

to them, it may not cost them a cent a gallon or two cents 
tut I know what the fair market price is, we are selling 
the product here at a higher price than the fair market 
value at Sunburst or in Montana for similar products at 
this time or at any time. 

But you do not know about this particular product? 

Oh yesa 

Do you know or do you not know, Mr. beltabarger, what the 
price is that the International Kefining Company is 
charging at Sunlurst to the Delaware corporation? 

No, but I know what the Delaware corporation is charging 
to other customers. 
Theat 18 not the point as I seo it. 
MRe FRAWLEY: The Delaware corporation 
only has one other customer? 

Yes. 


And that is the Texas Company of California? 


Yes. 


And while you are on the stand, do you know the price 
that the International Refining Company is charging to 
the Texas Company of California? 

I dos 


For Q gasoline? 
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Yes. 

And what is that? 

52 cents; Indian gesoline, that is 3.75 pati and Sky- 
Chief gasoline 8% cents. 

WAJOR LIPSETT;: And what was the Q? 

The Q@ is 52 cents. 

MRo FRAWLEY: And what is the 3rd? 
The Sky-Chief. 

And what is the third-grace structure? 

D cents. 

Well I am trying to tell you, Mr. Meltabarger, that I 
misunderstood you in conversation yesterday. The 
California corporation then pays more, pays less--~-- 
Absolutely. 

Considerably less? 

Absolutely. 


To the Texag Company of Delaware than you pay? 


Why is that, volume only? 

Well they buy about 20,000,009 gallons against our 84 
million. 

rAJOR LIPSHIT ; How is that information 
supplied to you in reference to that particular product? 
L Ca Lled eid found OG. 


But you were nnt given the information as to the other? 


No. 
MR: FRAWiUHY; You gave them a call? 
WRe MACLEOD: You might remember yester~ 


day, Mr. Frawley stressed the price which it was sold to 
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us at and as to what was sold to the Texas Company of 
California and Mr. Meltabarger, in order tn find that 


out, dalled up this mornitg and found out that. 


Mine FRAWLEY; That was taken care of---- 
MR. MACLEOD: How do you mean. 
ikke FRAWLEY: So long as it was not more, 


that would be the point you are making. 


ikte MACLiOD: It is less. 
RiRe FRAWLEY: I thought it was the same. 
WRe HARVIL:: They are intercompany 


transaction is. 

WRe FRAWLGY: BI. Pigais 

MAJOR LIPSETT: But what I am questioning 
about, wir. macleod, is that this particular information 
that seems to me to be very important is not within the 
knowledge of this witness, although he knows all the 
other information and he is not even given it. 

MR. WACLHOD: Wo. it 18 none of his con= 
eern and I do not see how it is relevant anywaye 

TH CHAIRMAN: Oh well, iire Macleod, we 
think it is relevant. 

MRe MACLEOD: Yese 

THE CHA IRWAN: You can refuse to give the 


information if you like. 


MR. SMITH: May I ask the wituess a 
question. 

THE CHALNWAN: Certainly. 

wRe SMITH: Mr. sieltabarger, there 


have been a lot of discussions about that you are sell~ 


ing to the Texas Company of California at a lower price 
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than you are selling to the Texas Company of Canada; in- 
sofar as the owners of your company are concerned, it 
does not mattcr what thoce prices are, does it, it does 
not make a bit of difference whether you sold the Texas 
Company of California for more than the Texas Company of 
Canada or less, it does not make a bit of difference, 
does it? 

Well IT would say that would depend entirely cn whether it 
was a profitable price or an unprofitable price. 

wy point is, you told me tit the Texas Company owns all 
these concerns? 

Yes. 

And therefore their only interest is in the end price; 
the divisions between the refining and marketing and so 
on, make no differenee whatever to the owners of that 
company? 

I suppose that is so. 

Thay ie true LA 2% now? 

Yes. 

So that if we take this situation of dumping, whith you 
are talking about, I suppose it would not make a bit of 
difference to the Texas Company if you charged yourself, 
ine products coming into Canada at 7 cents or 7% cents, 
it would not make a bit of difference to you, would it? 
Yes, it would make a difference because it would cost us 


more excise tax. 


Then the only difference would be in the sales tax? 


Your hauling would be the same, and so on and that at 
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present is .68 cents. 

MR. FRAWLEY: Sales tax is .68 cents. 
MR. SMITH: All right, that is all, 
thank you. 

Q Wh. MACLEOD: Just one question, the 
reason, is it not, ir. MWeltabarger, why, is that you do 
uot want tu incur dumping dutier? 

A It eertainly was. 

Q I mean the moment you found that you were buying at a 
price which would involve you in the payment of dumping 
duties what would be the reault? 

A It would increase the price. 

Q, The dumping duty, so far as you know it, you know if you 
are liable for it, it would only affect you? 

A No. 

Q MAJOR LIPSET?: That inerease in the price 


with a view of avoding dumping duty, would ve made by 
this Texas Company of Delaware? 

A Naturally. 

And it would have no relationship to the reality of 


i) 


what the price, the cost to the refining compa.y or 
their selling price was, it would be simply a price on 
paper with a view of avoiding dumping duty? 

A That is right. 

Q Set up by the Texas Company, a Delaware corporation? 

A Of course you must understand that this company and the 
other divisions of the Texas Company is established for 
one purpose and thet is in the hope that they will be 


able to make a profit with their operations and I as 
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manager am charged with the responsibility of operating 
as economically as I can and buyiag products where I 
can buy them to the best advantage and I naturally am 
interested in making a profit because my share with the 
company depends upon that, and consequently I am in-~ 
terested in buying at as low 4 prise as I possibly can. 
What do you mean, iy. hieltabarger, by saying that you 
can buy at the best price you can get; if one of the 
Canadian companies offered you a cent a gallon less than 
this price, would you buy from them? 

Yes, if they have & comparable product I would do so. 
And eut out the Texas product? 

Yese 

You are quite free tc do that? 

Absolutely and I do do that. 

In connection with either the Ethyl or the Q brand---- 


If I wanted to buy from Mr. Plotkins or the Imperial or 


anyone, I do not have to take anyone!s products. 

MR. FRAWLEY: You have to keep your 
pumps filled for emergencies? 

I buy all of our third-grade products today and irl 
wanted to I could stop that today and start shipping all 
in from iiontana end nobody would say anything. That is 
my responsibility. 

Your organization is interested in the crude oil depmsits 
in the State of hiontana are they not? 

Yes» 

And I do now know what the figures are, I think Mr. 


Saunders gave them to us, gave the production of your 
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a. yO 
refinery running at Sunburst, that is.your Texas Cor- 
poration's crude? 

A Practically. 

Q And to the extent therefore that you are refining half 
of your refinery run as your owh product, it might very 
properly be suid that you are selling ijontana crude in 
the Dominion of Canada and so long as that is profit- 
able you will ccntinue to do it, regardless of how much 
in the red your own Texas Company of Canada might be 
from a marketing standpoint? 

A No sir, not necessarily at all. 


But primarily, getting down to the solution of what ap- 


& 


pears to me to be a mystery of the Texas Company selling 
gasoline in this country at a loss, getting down to the 

facts, you are selling iiontana erude in the Province of 

Alberta? 

A Naturally it goes back in the final analysis to that, if 
you sell any product produsted in montana here. 

Q Yes, and if you make a profit in the crude run, then you 
have your profit, as rire Smith says, you are only in- 
terested in the over-all picture, it does not matter 
whether you gain or lose {n one place so long as you 
gain over all,-you might ee 2 lot less money if you 
kept on building these large service stations but so 
long as you are selling that crude from hiontana at a 
profit to the Canadian department? 

A If the sale of that product would involve supplying the 
Montana market with another crude, then it would not be 
of an advantage to the company tc do that. 


WRe FRAWLEY: ALL pight + 
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THE CHAIRMAN: Mr. Meltabarger, you 
make the point, as I understand it, that these 

several companies that are incorporated and carrying 
on the work of the parent tompany, the texas Corpor- 
ation, are really departments? 

That is right. 

Fer your own convenience and facilities in the handling 
of the work of the great Texas Corporation, you have in- 
corporaied these departments and set them distinctly 
separate? 

No, certain States require that in order to operate in 
the State you have to incorporate in the State ; 
Califurnia is one and Texas is cne IL think and with the 
exception of the Texas Company of Galifornia and this 
refinery at Sunburst there are not, so far as I know at 
the moment, there are no other incorporated companies 
that are departments so to speak uf the eompany. All 
the rest, for instanee, are, well there woult be the 
Fexas Company in Coloradu, they have an administrative 
nffice there the same as they do in California but they 
do not run it as a separate company. .It i8 run as a 
separate district. 

Well with regard tu the ones which we are particularly 
concerned with anyway, take the hiontana situation, you 
have the Texas Corporation that owns all of those com- 
panies of which we have been speaking, it owns the 
International Refining, it owns the Texas Company of 
Delaware and the Texas Company of California and the 
Texas Cumpany of Ganada? 


That is right. 
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And as I understood you, when speaking to my associate, 
you said that the Internationa! Refining Company and 
the Texas Gompany of Delaware and the Texas Company of 
California and the Texas Gonupany of Canada, might well 
be thought of as departments of the Texas Corporation? 
Ne, I didn't include the Texas Compuny of Canada in 
that because it 18 a@ separate entity, although it is 


owned by the Texas Corporation. 


(Page 13,864 follows) 
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Why is it more of e separate entity then the Texas Company 


orecerirormi a? 


rat) 


The Texas Company of California LS interrelated , just 
district, tne seme as the Denver district handles all 
sales of products in the Sates of California, Nevade, 
Arizona, Oregon, Washington and so forth, 

What more do you do for Canada? 

Edo “ues are “i hime. 

Just “the “same ‘thine? 

Yes. 

Why do you say it is more, that the Texas Gompany of Canada 
is more of e separate corporation than the Texas Company 
or “Gealiforni a? 

Wellit was organized as a separate corporation, a 
Cenadian Corporation. 

The only difference is one is a Ganadian Corporation and 
Wie’ Gummer rs) Celt OImLa One LSet nowy 

f sg opcee 1M the Pinel analysis that Te rrent. 

Now thet being so and the Texas Corporation only being 
Concerned with tie net result ,; e@ee*has been pointed out, 
does it not occur to you that this Commission trying to 
fine our Wret tie Vrte picture is as to* @oets “all 

plone "wie Line ™ ena proiiy ell ‘alone the Ling, must find 
your presentation with regard to the texas Company of 
Caneda as a separate entity wholly inadequate as a 

Ruide to arrive at a true picture? 1 mesn as a business 
man and one of gnod sense have you any doubt of that? 

Tou Atay opranch? 

The true picture and every factor in the picture with 

the one exception has I belisve been given and that is 


the eost* or the product which we import from Montana 


; rT oe 
SO adeee’ oak ull wi oben Sn 
a te ie L *padeteeratht wk Hero ea sae’ 
tia * ye DB a” ‘gobrio tt’ ‘sevad® ‘edits! otra oot pdottasb | i 
; she TeH eben erad 40 eevee on me: “etophorg: to aotee” 
ifderot a6 bas ote teaw: waegere AMOS ESAS | ie 
| Tabata? 46% Of goY i orem ill b 
sanidd orn a: exit” abet ke 
gantdt emee ‘edt taut 4% 
| | | Se¥ 4. 
Sheasd Ye que val si sie oto At ee yee woy 06 Yaw ® 
Vqanwed éstet Ji aber dhe eintbee ereiisyes: s Th etom at ” 
coinvetifes Yo 
b (itsdaddan didisded ¥ ae He sehen aew tt fiew kh 
got Ys%od2.a0 astbens® 
nas ngélstoddds AwthGdas 2-24 Saeed siaevertih gino sar < pf 
“dom tt SE eta woth ao dat wefto ent 
-da.Pd WE Osnh Giveides CSET eno He eacqaue T° RO 
STH8S Wein doh se awton 2oRe GH baa os gated Sask oR” 8 \f 
Vino Beet sg Reh Red-aa 7 Meet HEA eae abi beittenmod 3 
ot Ait pet - ‘pote timad ata ae abe oF “hood wor tt Bead | Bt 
Tis cthon | bt ‘ak ‘ot OHUNER Boer “edt Padw tho bike in 
et fabn * (ener ‘edt tbs tty Sy Phong | hae entl ‘eshte nN 
‘to ‘Yuaginsy ‘gexet “dda by ‘aes an panna auom! 
| ‘gas “Sidipebaitl eri al oer ‘ei eaaiqee 10 < de Samet fan My 
‘ean Dah "ede addy 1 Soniitobq ei | et ets! 
Stade Yo dation ante voy! ‘ine 
d Ber ie noe 
7 ow 4 an : 


ae AS, B65 


C. D, Meltaberger 


to the supplying company, or the cost of refining it 
at Sunburst. Thet is something thet the company hes 
neyeryseenyiit to divulge: 

Q, Quite so and we are not quarreling abvut that et the 
mement. Any cbservetions we have to make about that 
we Wilifmeke in our report, not to yous We ere not 
eritioteing) youoMripMeltabarger, But asl say at is 
quite clear that picture must remain incomplete in 


the absence of that. 


A TO U@eiJex2tent yes oir. 

a} Do you think that any effect or weight should be given 
to anything that you do give when it is an incomplete 
picture? 

a We lisa Get. Sov far as. =-- 

Q AS; ited s bhelLprul? 

A Ben we Wel pri wethet. 1S right. 

MR. COMMISSION.:R LIPSETT: Mr, Meltabarger, with refer- 
ence to whet you said to me a Little while ago that you 
were quite frse to buy any product and sell it, where you 
got the best price, Can you give me, take "9" gasolins 
for instance, can you give me your price here at Calgary 
and the lowest wholesale price of the Q product of 
Imperiel and British American at Calgary? 

A po you mean our cost et vCéeleary as aguinst theirs. 

Q Your cost ee ageinst their lowest wholesale price to any 
bie distributors. 

A I do mot know ahet their lowest wholesale price is. 


MR. FRAWLEY: It is all in Peat, Marwick & Mitchell's 
report which is exhibit 616. You start with the refining 
Costs and )to. find the.Imperial price you.go -to the 


price List. 
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[/ ¢. D, Meltabarger 
MR. COMMISSION 2R LIPSETT: Whet we pein price fox 
Q brand? 
MR? FRAWLEY: The leid cown cost .6t Caleary 


wlth @ Teftinery billing “f 62 U.S. or 7 Imperial is 
13,189¢. The Texas Company laid down cost at Calgary 
de qo. sere. On © andeom a thyl-—— 


MR. COMMISSION@R LIPS#HTT: Juct on Q for the moment. 


Is that right Mr. Meltabarger? 


THE CHALRMAN : Tad) yousrsay 13,189¢7 
MR. FRAWLEY: Les my Lord. 
Mi ft #LOLTKINGS Theat is not correct today, 


That included excise, 

MR. FRAWLAY: That is quite right. There 
fee ROLLS” a aero Tiles they budld. up ofabey 

You are quite right. This has to be corrected because 
that has the excise charge in of 3%. 

THE CHAIRMAN ; I gether whet Mr. Commissioner 
Lipsett is asking for is the price in Calgary to the 
Texas Company? 

MR. FRAWLEY: ees 

THE CHATRMAN: Anc the price that they 
could Obtain it st trom the 6, A. O11 or the Imperial? 
MR. FRAWLEY: | I will give you the build 
to. wee te tne retineny cost. Add. le duty. etegis 

the Imperiel gallon .cost and mm duty and then you add 
-68¢ because that is what we have this morning on the 
TavGice. (fo Ss nnSe Sane ln. your cease as in Mr. Plotkins. 
-68 that is the Sales Tax. Peat Marwick and Mitchell 
have .935 but there is 3% excise tax in that. That has 
gone. We have -68¢ and that makes precisely -- 


MR. COVMISSIONGR LIPSETT: Theat de 9, Sd 
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De MelLtabarger. 


MR. FRAWLEY: 2.L0¥. Then the freieht 
according to the records of the Texas Company is 3.754¢. 
MR. HaRVEY? Making 12.934¢. 


MA. ollTe: Aren't you going to add 


MR. FRAWLEY: That has to be added but 
Mr. Meltabarger tells us that is under discussion. 

TH CHAIRMAN: You ean give it to us ag 
at poeptember 1st. 

MR. FRAWLEY: 12.934¢. That is what his 
gasoline cost is. 

MR. HARVEY: And there will be brokerage 
a small amount. 

RA" CBY ¢ {t. is a lone tite scinee 7 
called Mr. Meltabarger's attention to the fact that he 
could buy{/it from the Imperial Oil at the North Star 
prices surely and that is about LO¢. 

MR. COMMISSTONER LIPSETT: That is what I want to 

ask Mr. Meltabarger. Was that the cost. fo you, aecept 
that 12.9349? 

LD tain wet would be Gorrect. 

And that is subject possibly to the 10% rate of exchange 
which iS not settled yeus 

On the cost of gasoline. 

Po you accept that price of this Q brand for B. A. or 
imperial to a Larse distributer would be around Og? 
The price that the B. A. have offered uS is ahead of 
that. 

What price have they offered your 


A week ago last Monday they offered me a price of llg¢. 


How does that stack wp now. If you were offered practically 


2¢ and in fact it is more than 2¢ with the rate of exchange 
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C. D. Meltabarger 


2 


Pe) 


a> 


aGgeonsieper price by the B, 3 how does thrt stack up with 
your statement thet you ere free to buy in ths best merket? 
I have not seen fit to do so although my people st times 
have encoureged me and wondered why I did not. Because 
they nave not been able to supply a gascline to the Texaco 
specifications and quality, thet is one consideration. 

You. take Q brend. 

MR. HARVEY: I presume it was better 

that they offered. 

MR. COMMISSION#SR LIPSstTT: You are selling your -Q)0rand 
au, cxLeact ly tmsieeme. retail price as the B. #4. are selling 
theirs? 

YEéeuu thatvdisvin most cases, 

Your,duty is to make money for your company in Canada? 
Yess 

And not withstanding thet you are turning down an offer of 
aCe merechrcoaily e¢lperceatlon léss than 10°ls -eesting you 
on the Q gasoline? 

Thet is right. 

And showing a loss in your price? 

Penwosmine “Gest cr operetion. of course’ Is Vependent woon 
volume. Advertising costs and other fixed costs remain 
constant, practically so regardless of volume. The larger 
volume you can get the lower your operating costs will be. 
Now from the point of view of our dealers as Welb es our- 
selves we heve felt that we could not sell the products 
that we could buy .locally as Texaco conscientiously and 
advertising them as being the products thet we have been 
advertising, in the volume that we are selling the products 
produced by the Internetionel Refinery. We have not seen 


fit because of thet to change. 


Were you correct when you said a few minutes ego thet your 
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Company was suggesting to you that you should buy local 
products? 

Yes, they have. 

They have sugessted it? 

Yes, 

AiGsora Mou seriously putting to us Here Lt 1s) sound 
business from the point of view of the Canadian company 

to pay “¢ a gallon more for Q brand then what you are 
paying? 

I have thought so. 

> mean than you cen get it at? 

IT have thought so, 

MR. MCLEOD: Are there other considerations} 
taking your whole picture. In the first place what about 
tie QUSlLLLy. of the product you are selling? 

That is the thing I was talking about, 

WR. COMMISSIONER LIPSETT: The quality is such I um erstend 
that it wontt sell for any more on the market. 

MR. MCLi0D: Mr. Ccmmissioner, I was wonder- 
ing what thet had to do with the question, if we lose money 
on it and do not pass it on to the consumer. 

MR. FRAWL iY: You ere pretty stitl opp 
osition to the people who are trying to conduct their bus- 
Lnées. on -- 

MR. COMMISSIONER LIPSETT: I tell you frankly I am inter- 
ested in finding out why the whole facts have not been dis- 
Closed to us and whet is the reason behind it and any 
information I can get from the witness before us I want 

to hear. It is a startling proposition that if there 

are two commodities selling at exactly the same price 

on the market, one Mr. Meltabarger's Q brand and the other 


the British American Q brand, selling at exactly the 
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same price,and-1t/is put up to us it is snund business 
for the Cenedian Company to buy from the States’and pay 
ag per gallun more then he could get the product made 
from Turner Valley crude oil and made in Celgary. 
MR. FRAWLiY: Less S¢ Mr. Commissioner, 
because I have juet been checking it with Mr. Nolan 

end from memory and the Imperial price now to North 
Star, Canadisn, and so on in my recollection and Mr. 
Nolan's ise LO¢, 

MR. HARVEY: I think ‘the B.A. 18 the 
samé under similar circumstances, 

MR. MACL™O0D: This company hes comparat- 
ively recently come into the field? 

Which compeny? 

The Texas Company of Canada? 

Yes. 

And. the- whole Texas set up, I suppose you are looking to 
increase your vclume? 
We ere. 

You began in this Provinces, in Alberta, This was your 
first start? 

Yes, 

You are now in British Columbia? 

Yes. 64 rs ; 

Saskatchewan? 

Yes #512 

Are you in Onteric? 

NO. (Just wrth lubricants, 

And in Quebec the same? 

Yess 

The Maritime Provinces? 


Yes Sir. We are in the Maritimes with a full line. 
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I understend es far as newspaper reports go you own a 
considerable interest in the McColl Frontenac whioh oper- 
ates in the other Provinces. 

The Texas Corporation doss. 

Heve you done any prospecting in this Province to get 
Cenadien crude. 

we have. 

I suppose you do not know the exact figures? 

Well I would say we spent between a quarter of a million 
S00 (eb 6 rl biton dollars. 

Do you Keep e geological staff here? 

We have six geologists here for some time and then we had 
four for esveral years and two for several years and then 
we hed one; 

And yeu prospected for crude in the Alberta district? 
Throughrut Alberta and Saskatchewan and Britich Columbia. 
PoC G4 8 COSt, S80 7fer es you know, détiween a gquerter or 

SM viienvend 2 heli million dollerse? 

Yee Sir, 

Are there any whet we might call indirect advantages 

in selling your own products in Alberta? 

There are. 


Wheat are they? For instance do you sell, by reason of 


as 
jh 


your cperating in Cansda - this’ does.not apply to your 
own company directly - but do you.sell Texas products 
in the United Stetes that you mignt not etherwise do? 
We do. The Texas Company sells a tremendous amount of 


Texaco pruducts in the Stetes to Canadian travellers 
? 

the travelling public. 

No you find thet in Cenada,the cemend for your Texas 


products from people in the States who know your products 


there? 
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A We get a lares percentage of the American tcurists in 
Alberta and Saskatchewan. 
MRs FRAWLEY: Mr. Meltabarger told us 
all that in June. 
MR. SMITH: May I ask one question, 
You said something about your advertising, You buy 


third grace stuff from the Lion Refining Company? 


A Yer, 

2 How do you sell that,as a Texaco product? 

A We sell it just as gasoline or as a distillate. Not as 
a Texaco product no gir. 

Q You sell it from places where there are Texacyv pumps 
end it comes out of e Texaco pump? 

A It comes out of pumps, 
MR. FRAWLSY: You sell it under & name 
which ony the Texacd Company owns, you sell Mr. Plotkins 
gasoline as Valor? 

A Yes. 
MR. SMITH: You do sell that third grede 
product as a Texas Company product? 

A yes. 


MRa PLOTKINS: When you purchased or when 
you made an agreement with the Lion Oils your company 
officials in New York laid down pretty stiff specifications 
for the product thet we were to supply to you? 

A Pie yr ody 

Q And it is because you felt that those products if they 
were made to your specifications that you could afford 
to pay more then what you would have paid to the Imperial 
or the British American at the time nr even today? 
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Coming back to your Q product, can you give us the 
reason why a company like ours, that is free to buy 
anywhere, would buy from your company and pay a prem- 


Lum Ton te@ea ee lleon? 


Why? 

Because you can sell a Larger volume. 
Quality is 1t not? 

Yes. 

MHSnvle hext-one == 


WRa GOMMISSION TR LIPSETT: When you say quality will 


you develop that e little further? Take this Q brand, 
Why can you not sell that to the public at the extra 
Price. your heve. tO. pay. 

Mie PLOTKINS is it possible to seil 

6 product jet 4 suostantial increase over some other 
company in thet same classification? 

Not in a desirable volume. We do sell our third grade 
easoline trem Sunburst, in the Macleod and Warber territ- 
ory at a l¢ or 1lé¢ uver and above the third grade Imperial 
or British American or other companies. But as a policy 
you cam not get a very substantial increass in price on 
the “same ‘erade, classi ication. 

So that in general-ine, price has to meet competition for 
a given product? 

Theat 4 siren t 4 

Neverar le DUDerLOn years -- Jou have been here for.quite 


a few years? 


You have had occasion during the past ten years to examine 
and have examined by your refining department the products 


of other companies. 
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We have. 

Maije in the Imperial Cil Refining Company's refinery in 
Cal gary? 

All pef?neries, 

Whet is your personal cpinion from yeer to year as to 
the relative quality between thet product, Q brand sold 
by the Imperial and the British American, whet they sell 
in this frovince? 


Well. they have not met our specifications. 


We consider so. 

And is it not also perticularly why the Big West hes 
eble to invede the werkets of Alberta and Southern Sask- 
atchewan with their products? 

PEots 

Their produet is es good a Q Drand,stendard gasnline as 
it is possible to make?’ 

Yes. 

So that the reason you are able to sell to jobbers and 
other distributors in this Province and Saskatchewan 

at & higher price is because there must be a like advani- 
age to the distributors? 

Well the distributors think so. 

He cannot. get anything more for the product you sell him 
than he could from the Imperiel product? 

That is right. 

So there is an advantege? 

Howits willing to pay us l¢ or lé¢ for 2¢ a gallon more 
for Texaco products. 

Is not the advantage he can sel. more of it? 

Because he can sell more. 

So.Wwhile be is willing to Uteke anc pay a little more if he 
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all greater profit that is just plain business? 

A Tiet Te ri ent. 
And that is the answer to these guestions? 

A The LS 5Lent. 
MR. FRAWLAY: ; It is a very interesting 
engle of tne problem, Mr, Meltabarger, when you say 
that you cannot go the British American Oil Company 
thet has just completed what we heave been told here 
soe Urenc ney relinory, 2b must be so,it must pe 
brand new because it has just been built and you cannot 
get them to make vour Fire Chief gasoline? 

A 1 Gio HOt sey thet they could not make that now, 7 
pean at answer that at present. sBut at least until they 
completed this refinery no refinery in western Canade 


could make Texacs Fire Chief gasoline to specifications. 


a But you said you got a quotation from them just Last 
weed, 

A Yess 

Q Ibis 13°85 tae mew Pelinery? 

A Yes but I do not know thet they would meet our specif- 
Leations. 

Q Would not that be the quotetion they would give you? 

A Thet was tas basis on which I asked them for a price. 

Q They do not suggest you ere going to start selling 
Nevr-Nox gssoline as such? 
MR. MACLECD; That is only last week, 

A I am not saying that they cannot make our specifications 


now. I am talking about the past. I was trying tc 

answer the Commissioner's question. i 

MR. FRAW LY ; bo IT understand yeur Company's 
Hestiwou te this... Jf you. 9an @st 6 refinery in Alberta 


to make Fire Chief gasoline end Sky Chief easc line you 


WiLL have them made here? 
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Probebly. 4 


It.is not the rate of exchange thet is scaring you into 


this? 
Noy oars 
MR. MACLEOD: I do not think exchenge 


is.any.problem,.to.us, 

MR... FRAWLIY: Well that is something 
eles, 

One ,.other guestion.. If it should be,assume:with me 
that a dumping duty will be imposed upon your company 
you.will meet it in the way you suggest above by hav- 
ing. yourselves billed at 7#¢. Assume that. I do not 
KOOW That syou ere, ,~l.am-bnot accusing you of cumping, 
but suppose a dumping duty is imposed or there is a 
decision from Mr. Russellts department that you are 
dumping, you say that you won't pay the dumping duty, 
VOU Sey wou Will bill yourself at an. }@xtraescent? 

No. I did not say thet. Thet would be @ guestion-- 
Well all right. Let us assume you would do it that 
way. Let us dssume you would have to pay an extrs cent 
on this in there some place, either to the Delaware 
Vompany, on the invoice or actually paia invo, Vis Demin 
ion Government. <Agsume that. I sunpose you will have 
to give up Mr. Plotkins account. You would facs thet 
danger wouldn't you? 

Not necessarily. 

Ai) orient. » Could you Lf gou,,essume,withyme thet. his 
statements tO me. are he could not afford, to go. on and 
pay you 7+¢. He could not pay you enymore then 64¢ . 
He might pay something in between but h: could not pay 
you Vas Assume that again. Do you think, you would 


have to give them up? 
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A 


A 


I would fot sey thet, If we could sell Mr. Plotkins 
gasoline and get it into Ceneda at a fair market price 
on a besis that will give him a profit and he consid ers 
his excess volume of business or ay thee volume at thet 
profit would bring in more money or as much money @s 

a smellrer lua ness “st ‘a wwigher proviy pes selion,! I 
have no reason but to believe that he would buy Texaco. 
You think he could pay you, continue to take from you 
and pay 7i¢? 

i} €60 nou “know, “thet wuld be @ question Tor him. 

if he could not there is nothing you could do about 

it? 

Now @ thing. 

You would have to give it up? 

MR. HARVI?: The reason being that the 
Customs regulations would prevent you frm selling at 


less then’ your cost. 


MR. MACL#=0OD: Of course it does not say 
BOs 
MER. BeRVIEY IL am asking the witness. 


TL do nov Know. 


VWRe” MACIIOD: You. epe* THRtSerpretine che 
law =~ 
MR. PLOVKINS: Mr. Meltebarger, Mr. Smith 


mentioned to you end’ Mr. Frewley sbout the profit there 
would te for the Texas Company refining their own crude. 
Now the spread between the price that it now costs you 
foro. Colgery end the price vyouven Huy 4] brand Tor is 
around 3¢. That would mean $1.05 a barrel end that is 
more then the velue of the crude, 
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ny 
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So that even if the crude was 


given to you down there, 


the Company if they teok that into consideration certain- 


ly would net draw any profit out of the crude? 


EE should not think, 6o,. 


So there are other reasons thet you have enumerated some 


of those bpusinets reasons -- 


MR COML-ISSIONER LIPSETT: 
MR. PLOTKINS: 


out of Mr. Meltabarger. 


= 
HA 


THE CHAIRMAN: 

MR. PLOTKINS: 

a number. 

MR. CCMMISSIONGR LIPSETT: 
has said he understands now 
give him that quality. 
MR. PLOTKINS: 
T,underetoed him. 

MR. FRAWLEY: 

MR. COMMISSIONER LIPS&TT: 
Tiaered tiem [or e.nrice. 
THE CHAIRMAN: 


of gasoline, 


Wheat are they Mr... Plotkins? 


Probably I could get them 


Better quality? 


That is one but there are 


After ell Mr. Meltabarger 


the British American could 


No he did not say thet as 


Oh yes. 


That is what £ understood. 


At a certain specification 


A certain specification and Mr. Miller gave me a price 


but he made this one qualification, approximately these 


specifications. 


How in they differ I have not developed 


yet.RBut 1 told Mr. Miller 1 was going Hest and J would 


stop in et Toronto and see him. 


things stand at the moment. 


MR. COMMISSION SR LIPSETT: 


And thet is the way 


Mr. Meltabearger, it is 


not putting anything to you, you understand that. Are 
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stinct is to make a success of this Canadian company? 

A My position depends on it. 

Q “n that basis I cannot at present see why you pass up, 
it Ls now 3¢ a gallon on your cost of buying, your commodity; 
I can see your other position that you are the represent- 
ative of the Texas Ccrporaetion and that you must sell 
their product and do the best you can. But that is net 
,the impression you are leaving with us is your position. 
If your position really is that you are free -- 

A i should likes to explain the position in this respect. 
The Texas Corporation, cnd 1] hi. ve been with been with 
them now for more than twentv years ~ I was trained with 
the organization - started out not to be the biggest but 
te be whe beet and Tiguring thet ultimately if +t hey 
could be the—best they might be the biggest. That was 
none thing. They have hac certain ideals as regards 
their products.~and thet is marketing of products which give 
the best possible value to the consumer, Its ultimate 
suecess in the competitive market depencs to 4 Large 
extent on that. Through the acquisition of patents 
and the development cf technique and other technico~ 
logical developments in connection with refining and 
using cride that give certain advantages in the quality 
of their products they have maintained an enviable re- 
cord for the aquality of their products. <A few years 
ago they developed this new gasoline, what we call 

Fire Chief gasoline and at thet time, up to the present 

time at least no refinery in this particular part of 

the country at least was equipped to make a gasoline 

from Turner Valley crude or any other crude as far as 

T knew of that quality, For instence the octene number 
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ts 
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of Fire Chief gasoline has been considerably higher than 
the Octane number of competitive gasolines thet were sold. 
The performence of the automobile has been considerably 
lmpreved as a result of it, We have not seen git, because 
we are supplying a large number of American tourists who 
come here,as well ss Canadian, to compromise on thet 
qaality thet we could gst, sven though we could get a 
hetter price. I think it is true thet it has been proven 
true in meny kinas of business thet if we can seil a 
larger volume of this superior quality even if we have 4 
smaller margin to work on, the extra volume and the lower 
cost of operation would more than squalize the difference 
in the price at Which We,tould buy local products and 
sell them as against the price at which we can buy them. 

I felt it was to our advantage here to sell Texaco prod- 
ucts inesmuch gs we could not get a product of equal 
quality even if we could get a better price, 

Ts that not a little inconsistent Mr. Meltabarger. You 
are putting it on the ground now that you ere doing some- 
Comte Do heen your American trade. 

Thiet is One of the reasons. If they come here and buy 
gasoline thet does not give them the satisfaction that 
they get across the line it is not Texaco. We advertise 
Texaco as being the same everywhere. 

Ts thetenot 6 Little inconsistent with whet you were teli- 
ing us before, that your job here is to make a success 

and to make the most money you can for the Texas Company 
of Canada? 

T think we can make more money by selling more of these 


products than we could sell of local products. [I think 


our record indicates thet clearly. 


ae a Maen ove 


wit Ho” 
HOS SF ae ook 2 ah eae ee te aaa eT xs POO Me Foeubno ates so ade 


ES, OE hotel 


' a 
gad? «:(6.10-vtietelleage. feed anf nalloeay Te 


a 


sail eager 8° eae ec demamerozeeg ant. 71” 


Cait ot By nes ; sade Basak. 
ee a : ae rat! r oe aera shy ve Ge 
i >a i ul ¥ 5 ’ pS teas i 7 ey abe a eS: Be oe w a a 7 
es nba ee “ ae sae Hy ha, as gs i % it * = oi 4 Age at ba, —- : i 
an? oP wate} See ak ee see * asthe iaaantatel * 6v 
; a eee } 
; i rca) t- cetThevey wa -glew o4, get Oe SOs 
AG 
i oe eit ea a i bie insert eis f ' : a : bi oy 7 as 4 
; : awe Go wT ey er oO L4G: OW of & Thing FIL LSeD 
ay 
P mt eh aa andy 
uae eect Sel | tue eee neat : eee ea é 
iene is 2 ea Ca a sind a we Bere 2) cates th beck a Ue S 
ae 
a: : ee, fey TRG a or e 
as habe ' ieee it ib 2g ne af fae y 2. 
Piety) Ne en rae eae aa | ara ey eee: ee : ick P 
i ae the ads Cen AS cca Wat Alt ies { } | are Z a + ay tel ite cre 


i 
; Fai fay Ds : . sd enc ey eT? ee: Fe ue ei “% ~ a 
d ; oa Re ore, Re pare ee ee a ae ee ee ele 
Mauaies a eg Paes g ar weit ee: ag 
3 =. eons | (eevee a me PAah | +4 “ff ae = oN t S17 ahd G i 
, 4 a hie a a if GRiny " i f ra ‘i ‘ etek . 4 f 2 
fs ee 3 oe ra EVNEORS Se MOM 2.508 
‘ ane : ‘ she t . Mose 65 ciety y ED | 
et : 
ae ee es Pras ee os 
i Fl Ate 
mile ae noe aan ee Raut a r tee gs ie? 
; Par te ’ D1 GA at age) Lap 
: ‘ 
i i ‘ : DAR ee mcs eee va | : 
a Sactegreen gt a] S 
Nee SS Ce ieee a a |! ig 
1 
a TE eit © ae : 
a HY | aay a abt } 
, 
” q . ; a - 
’ ad ad ye 
Yd at ad ‘at dandy 
Far nh Bae i¢ bes ” ss f (ec ¥ =] , 
Pata TRS Oe ED Ge ea fon tan, ic We SU oe eo ee ania na eee Ra 
| be aealhe? Garg dite nay trella ait Loe oy 
ep Ae ad ye ae leas : 
3 BT ahi! op chivas “etd 
Saye bh ase, coe Bey any dy D : f 
Baar og! Vigcmayiee.) Tate at Oe ope i ee Heer eee rt mr ee ) ae: oe 
a ee ee es nes en arnhiy 
- 7 
at 
teal ; ‘ ‘i Bis ay pnesit 
7 Tak pi aia TET Sag AS I ee 


onan 
ae Phas wt eed, 


Soa ani otha 
Fanedve Mente ike 


ae hd oy Aes foe 
ph ee ak Rhea. He 


~ 


T= 
12 


~15,66)- 
Cc. D. Meltabarger 


MR. MACLi0D: You are‘looking to the 
future to a great extent. 


A Entirely and not just this one yar. 


(At this stage the hearing was adjourned till &. P.M.) 
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Bi00 P.M. Session. 


MR. FRAWLEY: Had we finishsd with 


Mr. Meltabarger, perhaps not. 


CECIL D. MOLTABARGHR, having 
been recalled, sxamined by Mr. Frawley, seid: 
Perhaps thero is just one thing that I should bring to your 
attention; you were making the point this morning of the 
fact that you felt you could not get Fire Chief quality 
gsesoline made in Alberta refinerios; you did make an 
exception ---- 
In the past. 
And you did make exception with referenee to tho new B. se 
Plant; it happened that just yesterday I filed as Bxhibit 
"625" your specifications and as Exhibit "626" the British 
Americen specifications; now frankly I really think, 
Mr. Chairman, that a man like Dr. Brown can speak disinterest- 
edly about these two gasolinos and that it may not sorve 
very much purpose to ask ir. Meltabarger to comment upon it 


but at the same time if you feol he should --- 


THE OHSITRMAN: He should have the opportunity. 
MR. FRAWLEY: YeSe 
Me. FRAWLBY: If you feel compotent to comment 


on those two gasolines, because I am not able to very intell- 
igently ‘> compare tham, but it is suggested to me that the 

Be A. Specifications as disclosed in that Exhibit "626" will 
compare With yours quite favorably as shown in Bxhibit "625"? 
So fac as the Nevr-Nox gasoline is concerned. 

That is the British American Company "{" brand? 

THS CHAIRMAN: Vhat about the two specifications: 


MR. FRAWLEY: Exhibit "625" is the Texas! 
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G. D. Meltabargor 


specifications and Exhibit "626" the British American 
specifications. 

MRe FRAWLEY: You wore saying with respect --- 
So far as the specifications listed here for Novr=tox as 
produced at present in the refinery, as against Fire Chief -- 
For the record, that being the British American Company's 

NG" or rogular gasoline? 

Yese 

Yes? 

Their average specifications compare quite favorably with 
Fire Chief. 

Yes? 

The Fire Chief specifications are varied four times a yoar 

to meet the soasonable requirsmonts; the British American's 
vary only twice a vcar to meet the Soasonable roquirementse 
Yos? 

And there are some discrepancies in the specifications as to 
the intermediate boiling point, which if they made gasoline 
for us, would have to be corrected to mest our specificaticns, 
what our engineers sonsider to be desirable. 

Might I sum it up by saying that tho Exmibit "626", the 
British American specifications, rather support the suggsstion 
that this company can now make for you a gasoline which would 
b6 -—<- 

Comparabls. 

Vhieh would mcet the Fire Chief specifications? 

Yess so far as their Bthyl gasoline is concerned there is no 
comparison with the spocifications. 

That is betweon your Sky Chief, your Ethyl gasoline, which 


you call Sky Chief and their Ethyl gasoline which they call 
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Pesrless Ethyl, you say there is no comparison, meaning what? 
The British American Ethyl gasoline is nothing like that, 
more lead, Sky Chief is a special gasoline to oentirely 
different specifications to Fire Chief, to meet tho very 
latest word in technology advanced and improvement and 
requirements of thea motor car industry. 

Is it fair to say that you are not satisfied with the 
Specifications in this Exhibit "626", that the British 
American could make your Sky Chiof gasoline? 

I do not know. 

You are not saying "Yes" or "No" to that? 

Nos 

But you do say that the specifications themselves do not 
seem to show that? 

They are not very comparable. 

That yours and theirs are not comparable? 

No. 

WR. MACLEOD: Just one other question, 

Mr. Meltabarger, has it over beon under considoration of your 
concern, the Texas Gorporation and Subsidiaries, tho matter 
of building a refinory in Canada? 

It has, yes. 

Is it still undor consideration? 

It is. I had a letter from tue rofining department last 
we9k saying that when the prosent surpluses are cleared up 
wo would again give considoration to building a refinery 

in Canada. 

MAJOR LIPSET?: That would mean refining with 
Turner Valley oils? 
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CO. D. Meltabarger 

Q MR. PLOTKINS: Assuming that the Government, 
the Federal Government, sess fit to impose a dumping duty 
and vhoreby increase the invoice price to your company for 
the goods you purchase in Montana, would it not follow that 
the other companies, the other refining tompanios in Montana, 
would ineréase their price? 

A Would it follow? 

Q “ould inereasc their price to purchasers for distributton in 
Canada, to mect the requirements of the Federal Government as 
to preventing dumping duties? 

wr) Oh, I suppose they would have to. 

Q Yos, in others words if the Big West, which is now selling 
gasoline for 7 conts, were enmpellod, as @ rosult of the 
Federal Governmont valuing gasoline at 8 gents, they would 
not allow the importer to give the Fedoral Government 1 cant, 
they would just charge 8 cents? 

A That is right. 

Q Now what woule be the result of that on the price, the tank 
wagon price in Alberta, would it not inereaso the tamk wagon 
price, would not the companics here take full advantage of 
that situation? 

A In Southern Albsrta I would say they would. 

Q In Southern Alberta? 

A Yes. 

Q And it would again influence the price at Calgary? 

A “ell I would not say that would nocessarily follow. 

C But it would inerease the price in Southern Alberta? 

A YesSe 

Q and it would obviously incroaseé the range north that that 


product could roach in competition with the Calgary price, 


qTeueuLTON 


ny, dere eh 
eee oe 
RO: § ye gst) pag ta ait . ; raeerontt ndon 


Re aay ere - 
nea She nena ce Ml 


r 


149 ttt pabevssi, ins ae uh 


wii 40 asoniang oF a 3 sacl saowamceys Heap M., 


; ma Ee 
Fn: Es ete 


gn See bit inal i ii iedbinug Bon abies. oat 
LSE eeee abit Ag Oe 6 ‘sik’ ‘selnegnen “ggette oft. 
Laks ie py Yasea tee, Rnpeno DEON, 
| ee Pad Joe #2 bhai 
semawsauy «i tale ahh ‘apart Baie, 
; eee Ss it anes omens ey tu pare vast 190 ot ‘ ptienp® 
Pear wat, oir O° aad ‘a cat Melina ong ont 


it prea: uf 10m ‘wat enna, TiAl: 
Oat ite one =H és nae yt apie, aa Pet 3 


. © 
— 
=< 


git paeen 0 aah eit Oo to% ‘oa towieay,. 


r a a ver “- Gee Pa eid gh yal us Bt fan novop pea : 


- “Ge te 


ve ey it tym 4. co tee nk a at “ xf rie ae ‘ab bhiocis <4. me Taf - ei ait sf 


hw a aus 


Uae. 


EA Gi inte sly: 8 ee ial ate esr. als 
ee aN a ey a Se ae “aah at, 2a: 
tT a2 . - |, AO Tee tg atuses att Om, BLOW pam, a 
ies ae. nasianet oie ers a ‘Bruow eae nt botay ng, . 
es @ wise ade ‘eiguueioa? ba on bitiow vf 
; oe f 8 | . f re tae - Baphm 


oft jm uaa ™, Dito N 4 


eas es ih mia 
oe a ets MP Ty eet My 
Pe Wee. moe 


na 
Wy be 


le rent 


nes 


we ey pe fv 


os 
2 . 
. 

eae 


- 13,886 - 


CG. D. Meltabarger 


or the Calgary price would increas» to mect it; in other 
words, if at the present time 6% cents or 7 conts, the Big 
West price, comes to Nanton and 8 cents would maybe only 

come to Lethbridge, all right, therefore the companies would 
have two situations that they could take advantage of or 
mest, one would be to inerease the basa price at Calgary 

and thoreby allow the American Refinery product to reach 
whore it is reaching today, or they could keep it at its 
present level and go further south? 

That would sesm logical. 

So that the direct rosult of the dumping duties or inerease 
or arbitmry valuations would be to influence the cost of ths 
products to tie consumer in Alberta? 

In Southern giberta, it would be logical to assume that. 

Woll what about the jobber? 

MR. FRAWLEY: Might I interrupt, Mr. Plotkins, 
unless I misconeeive the purpose of the British American 
particularly bringing this to the attention of the Commission, 
it is simply this, that they have had to ostablish somo 
normal tank wagon in southorn Alberta; they abviously 
desire to bring those tank wagons back up to where they 
should be and I presume therefore that if a dumping duty 

was. imposed or any other factor, the duty itself say was 
raised, apart from dumping altogether, anything that would 
permit them to push buck the Montana competition and 
inerease the tank wagon to where they say thoy should belong, 
I think it is as simple as that, is it not, Mr. Meltabarger? 
MR. MELTABBRGER: That is it. 
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Canadian farmers using Turnor Valley crude and marketing it 
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100% in Alberta if possiblo but I am apprehensive that the 
minute that happens, from my past experience, that we cannot 
buy frem 4 Canadian Company and that is what I want to 
oxplure nowe | 

MAJOR LIPSHTT: Just finish, while you are at 
that, Mr. Plotkins, what is the cffect of what you are saying, 
by that, if you get the price up a little in southern alberta 
then they can reduce the prico in the other parts of the 
provinces for Turner Valley gasoline. 

MR. PLOTKINS: Vell, Mr. Commissioner, the 
cGompahies are not philanthropic socioties and the commorcial 
world take full advantage of every situation in order te 

moet adversities, Mr. Meltabarger himsolf has stated that 
they get what they can. Now there is no qualification there, 
so if youjare looking for some benofits it will have to be 
imposod by competitive conditions. It will not come 
voluntarily from tho company or group of companies pease 
it is obvious we must take full advantage of circumstances 

to protect our interests so that the jobber, ~- and I have 
been in that position before, - whero we could not buy 

leaded products at all, and I am apprehensive of the 
position we will be in by any mothod by which the major 
companies ere able toshut out American compotition. Wow 

that is my position, thank you. 

THE CHAIRMAN: Any further questions, thank 
you, Mr. Meltabarger. 


NMR. FRAWLEY: Mr. russell. 


= Ss Ay te: oti rg uh aged, Sill R 


aay a, ae 


ti, heey 8 cae 


tonne aw ter yee Eee TA. "ape “ft fie zea seals ‘oso 
argh pens aeee * a a 
od Tnev t. ts Bt, USN. Oa yunddnat sah y geet cs 

| | nea a LENO io 


tk deed, | pppmesey: Oba a 


va . Ps aN , be : ant } ee gle ' 
Ente. ote “7. ¢ ace i ike e529. at Pa: sgt tal SD. f. — -) eae yp 
ic - PARC tal Sk e : + Pat Pete a : ; - * Sa a vf te - i ' 
weet a st oe sae a i: : 2 
suite... oi : . ra-= 8 G4" on Pi} re eu x a as reds we ‘4 


“* 


14 * r euni> (+ #2. onde @cF enue: see tens nat , 7 


a ’ - 
i 37) 7 Pd eas 
acd ol iwy< cecil: sat obra hea: a) 
2 Se etch eens cue ceed " - 


As sn > : * 1 te eh Et. : ee rots one Ra 
‘eevee ie - ks . bs Ke at patios, Lie": edetybive® 
rise ‘bot wie acl. Nasquee seg viens Ge; -qnsatanethe, ) cam - 
i$ "i on ht! j - ~ 2 SUE Ie a aN ne go 2 ost aad 


_ 


i ee OMY: abe: oe , 


j f VY: % LS Pht a. eee: oe ie ! fy Re 28 at, a” 3 ‘ 
Ge GG RP ORE heat = os has r 
: Oe 
Wee ms ey ike + Bh TEE ae vie ftied ne. ad “bémaaaal - : 
Py CeCe Oe scons en eee BE: erage 


nid “an frelon 1s, GUS te, Reem. oa aims: At tretiiiskor 


rae re, ae aie tee TR: ane Lewes 
Pe ey oreae Chem me Aa ay em abc 


greqasrty, 4 dentear ie. Chie eae Feulmr auolvaoi eH FE +f 
#5 eS CRSP IE EWE HRS A at gti Dee eae he : 
io be = atta got, tema oe, steaee! out. LBS toed a 


ay) 
FUE ORE et Rae | yee St as oy j pce: o 
aT a i nie Nity = Qa Fae te, ed ra 


“ . | at 
yud bP ott: nm, omndetid ong, Mic ahs death Fa” nved: io 
coe SU ote PC at DOR ee og a _ 7 


As pies idee | 
pty niet eben wien . 


ay al i ' Wis 
‘te 1h ath we 
: ” oy ee er a, 
| 7 


. 
fh Pete mevect! nits 
Bact ead 


=o 


SQ 


- 13,888 - 
rT. As Rasse@ii 


THOMAS A. XUSSELL, having 
being recalled, examined by Mr. Frawley, said; 

Q Now Mr. Russell, when we adjourned last evening you, I was 
putting to you that the Texas, we had commenced our discussion 
with the Texas Company's importations and I had, you hed 
agreod with me that at the moment the Texas Company's 
importations are passed by your Department? 

B That is right. 

Q At 6+ cents and I asked you why they wore being passed and 
you first told me it was not by virtue cf the correspmdencea 
Exhibit "414" between the Texas Company anda the Department 
of National Revenue and you began to tell me, to answer my 
auestion why it was being passed and you told me that there 
hed been an investigation in June of this year in Montana; 
that no coneélusion had as yet been formed by your Department 
as to any decision which would have an effect, for the reason 
that any decision rendered would have an effect on other 
importations of other putrolsum products from other parts 
of the United States into other parts of Canada and then 
the Chairman enterod into a diseussion with you as to 
whether or not the matter had been allowed to lie dormant 
from 1932 and you may just continue now? 

ys) well I might explain the working of our particular branch 
of the Customs division, the apprasier's branch; wo dc 
not attempt to check every invoice or the value of all the 

goods that are importcd. We depond on other branches of 
the Department, like, thore is the refund comes in or the 
drawback, the head of that Braneh might be suspicious about 
the value and he will refer it to us and if we deem it 
necessary we will have an investigation. Then there are a 


number of competitors of the importer who more or less we 
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consider place the price which he has to pay for his goodSe 
Yes? 

They know the market pretty woll in thse country from whers 

he is importing, from whore ho is importing his products and 
they know pretty well what it should cost him to lay them 
down on a certain Canadian market end if he is selling below 
that price, they will write to the Department usually and wo 
will conduct an investigation. Now that might be, might 
apply against onc particular importer or it might apply 
agsinst the general, all the importations coming into Canada 
all across Canada or into any particular area, any particular 
importer mentioned, but this Texas Company, the reason that 
old ruling was never superseded or cancelled was that the 
mattor was never brought to our attention. 

Perhaps, Mr. Russell, it is significant that the, you say 

in the ordinary case where dumping is going on it is reflocted 
in the Canadian price of the goods brought in? 

Usually. 

Yes, but we have it here well established that oven although 
you assume for the moment, just only assume for the moment, 
that the Texas Company is bringing it in at too low a prico, 
they maintain tho same, the Imperial, let us call it what it 
is, they maintain the Imperial Oil price structure in Canada 
and that may be why perhaps your ruling has been allowed te 
remain undisturbed during all those years? 

That possibly may be right. 

But anyway whatever the reason is, you say the ruling of 1932 
given in the correspondence Exhibit "414" has never been 
superseded? 

Noe 


But if you were to be asked now to do as you, we know the 
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Texas Company's importations at 6% conts, if you wure asked 
whether they were coming in in proper obsorvance of the 
Customs' Laws, what would you say? 

“ell in order to give an up-to-date ruling on that it would 
reguire an investigation at the New York office of the Texas 
Company, Delaware, of Delaware. In 1936, November 19356, 

we had occasion to investigate the fair market valuo of 
gasoline imported by the Texas Company of Canada from 
Seattle at Vancouver and at that time we had an investigation 
in New York. We went to the Dolaware Corporation and we 
found that that Corporation had contract purchasers in the 
United States, not necessarily in California, but pretty 
weil over the United States, who were indcpendent of, they 
were not tied up with the Texas in any way, and the prices 
which they sold those contract purshasers would indicate, 

or satisfied us at that time that the fair markat value 

or that the price that they were purchasing from the 
Standard Oil of California, no, the Standard O11 of Delavare, 
to be shipped into Vancouver --- 

You mean the Texas Sompany, not the Standard 011? 

Yes, from the Texas Company. 

The Texas Company? 

Yes, was acceptable. Now using that information to date 


would indicato that the 6£ price for the Montana gasoline 


-is substantially correct as a fair market valua. 


Are you disturbed at all by being told, as we were this 
morning, that the Texas Company of California, the Company 
that markets down there, just as the Texas Company of 
Canada markets here, that they pay 5% cents for what 

Mr, Meltabarger pays --- 


MR. MACLEOD: Mr. Chairman ---- 
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MR. FRAWLEY: 52 cents for what Mr. Melta- 
barger pays 6¢ cents. 
MR. MACLEOD: Mr. Meltabarger has a correction 
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es aed 
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there, it is 54 cents, not 5%. 

MR. FRAWLEY: All right, 5¢ cents. The other 
prices are correct, arc they, Mr. Meltabargor? 

MR. MELTABARGER: YoSe 

MR. FRAWLDY: Now does that disturb your 
calculations or conelusions, that it would appear to be a 
fair price, the 6: cents? 

No, we do not consider inter-company transactions as represent- 
ing the open market value at alle 

Then if Mr. Watt's information is correct that he knows of 

an instance where a jobber in the state of Montana or in 

that area somé piace, is buying from the Texas Company 
Califurnia at 74 conts at the vefinery, compared to Mr. Melta- 
barger's 6% cents, whieh he pays at the refinery, would that 
enter into your calculations? 

Well, we consider the transaction in this case is between 

the Texas Gompany of Delaware and the Texas Cumpany of 

Canada Limited. 

Yes? 

And the Texas Company of Delaware, being the exporter, wo 
would arrive at the fair market value of the product as sold 
by them? 

By them? 

Yes, by them. 

Down there? 

Or if they had no direct sales to independent companies in 


Montana then we would take their market rather generally. 
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Q Then when we are to1id that the Texas Company of Delaware has 
only ons customer in the United states insofar as that 
Montena area is concerned and that is the Texas Comany of 
California, thore again is that of any particular importance 
to you? 

A Noe No, we would not consider a sale betwoen the, or 
transactions between the Texas Company of Delaware and the 
Texas Company of Slifornia as evidences of an open market 
value. 

Q “ell then, would you regard the 7 cents whieh Mr. Watt says 
Was a sale by the Texas Company of Saglifornia, would you 


regard that as a sale by the Texas Company of Yelaware? 


Ps No, that is a sale by the Texas Company of California. 

Q That is trae, but you say you do not recognize an inside 
transaction as between the Texas Company of Delaware and 
tho Texas Company of California? 

A Vell, it just happened that we investigated the shipments 
into Vancouver at the Delaware office and we found thoro 
that they had several contracts with independent companies. 

Q Oh, I seo, out thero in the Pacific Coast? 

Well, no, they had, they are pretty well spread over, I 
think there were some down in Nebraska, in Nebraska and 
down in the southern States. 

Q Between the Texas Company of Delaware and Some independent - 
person? 

4h Some independent company. 

Q You are quite sure it was the Texas Company of Delaware and 
not the Texas Company of California? 

L Yes, the Texas Company of Delaware. 


Q And you went through the range of those contracts with persons 


. 7 “ + \ 
Ps oe ; c hs : 


ate 


naaqiemn tee? Naat! act vant pal tore. — 


he heey 
re oe 


1 Gun hei a. | 
weds Rais vines Ausachee: era: ond ah: ‘es omiiee nas 
tad Gale: ban Tnenes BL “i ana . 


foe ¢ 
iota h pedi hades & Se rats (tie, CS = gt aa as. oAe awe Dm te itt aD : 
| ‘ie ~ < ou es ie ae 


dP = rude 


a) 4. ne SALI Peek. Ben hoc pe) DS 


da oe ek eee eho eo hiawm EOP dif 00) SARE et ’ youd 4 7 
ehiose nett 


“ ; 


{ok EES rey) rast oye ‘Bae vv ins» 3 ale gett ete : 


Bo gk RAR Pe Te 
Rede alee: ‘angel eer ea" anny ota ca ae elgg: cena” 
nae aut ay - : 


rat 4 
> ses hon 


. ; ee : ; a 
a ihn ote yh! Bee ie eh ge = nde aegdt fie e: 


bt peer (yiioey dieittthl at ae age i ee ys ad OLA; Oe » 
eoueeas ck et twee Le ei Tye eae ee ait Oar aan! sal: oR’ B: aes were Piaget 


Se: Ae ae ee eel pea j 1 
(ipod sal Feel Pe ISR Sees ese ae ee * ORR 16, 32 Oe TOF te 
| oe ae ae hy as bbe : UF ugg i : 
a hex ig my " evek "4 ae ty Pe oa ig ts ea . TMs © i a ve : ee uf pat. ef i 2 ’ a » 


Sei el one el Se Pape) 
| i’ 
ay Shige Waele an i0 6 Heanet ge eae ae: ee imotbet ag. Le po btowis ett 


hee 2 ei et #) 2G. sen eqno? aane? ont 
faunci ig? DAtveesornt oi Rede tanolael ere a ate Me 


5) emer a ; 
yagi wav. woithind Stamee@ edit Va aaveopaate QORE- | y 
ees oe Aaa Sy ae eee BE Te te oited Od : Ss j y E vp 


ae” Wewonees tatedegetnd sa Sit mioumenes | den aven! Sei ‘edt, fate a : 
er ensepet ‘phiepeW added sues sane gan ian <a &* 

ag ES Cte ae riltce: wttetd: ete) Sgeitt: ha, Band: Oe . 

pn. eben kage dpi antsy ale ela ab: Sai 


ue 


Sp Saae i Pe Aha sf ag uf ne “ee yf 


de heviotsy } i iegeyatt aiete! oa sere | 


0-3 
ve ~ 13,893 - 


Yew As Russel. 


outside the Texas femily and you found that the prico at 
which it was being shipped in from Seattls, was a fair market 
value? 

4 YeSo 
MR. MACLEOD: I have forgotten, we would like 
to give a little evidence on that. 
MR. FRAWLEY: Yes, Mri Meltabarger was going 
to find out somethin: about that. 
MR. MACLEOD: Well, he has. 
MR. FRAWLBY: We do not want to interrupt 
Mr. Russell too much so we will hear Mr. Russell out and then 
have Mr. Meltabarger. 
MR, MACLEOD: Very wolle 

Q Now that, you say, was mads5 three years ago and you had not, 
what is your position about that, first of all, do you 
presume the situation you found on the Pacific coast would 
be the same betwoen Montana and Alverta? 

A YeSe 

Q And have you any evidence prescnted to you since three years 
ago which would indicate to you that there has becn enough 
change in that to warrant you impcsing any dumping duty? 

b No, I do not think there has beon. Thore might be a small 
chenso, maybe a quarter of a cent or a half a cent in some 
of their contracts in the last three yoars but I think the 


same type of contract is still being made in the United States. 


a> 
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THE OHATRMAN: Did not mr. Meltabarger tcll us 


the Delawaro just had two customers? 

That was .just for montana gasoline. it has other customers, 
the Texas of Delaware. There are quite a few in New York 
State. They would te comparable to what I understand is 
given in evideuce here to these contract buyers in Alberta, 
like the Great West and some of these other companies. 

In the Bast we have a great many of them, the super test 
companies. 

MR. COMMISSIONER LIPSET?T: Go far as the Sunburst is 
eoneenncd.» there, is, realiyyone: customer in montana buying 
Tote Ghil? 

ress 

(hem there ds.a,.euetomer in Canada. Is not that the only 
reality, apart from these two, or one intervening company? 
Well, like Mr. Frawley asked about that transaction 
between the International efining Company or the Texas 
Delaware and the Texas of California, and the same way your 
transaction between the International Refining and the Texas 
Delaware. 7; We, do. now cansider those. They are just, 2nter- 
eompany bidlings asefar as we are concerned. We do not 
eiverany @onsideration at ali to those as evidence of the 
fair open market value. lt is what the last Texas Company 
who Vee gasoline sells as representing the fair 
market value really. 

THE CHAIRMAN: are you coneerned with what the 
1LOCad. Oriec dis whak they are getting Am montana, or do you 
take the whole picture over the whole United States? 

Well,» swhese. contracts, Sir, we examined + the Texas 


Delaware and were based on the tank waggon, the normal tank 
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waggon market less an allowance. Applying that allowance 
between the tank waggon market tc, what is it, Kevin? 

MR. FRAWLEY: Sunburst? 

Sunburst, it would give you a enue pretty well in line with 
6% cents. 

MR. COMMISSIONER LIPSETT: In the case that you investigated 
at Seattle, Mr. Russell, you had apparently circumstances 
where the Delaware Company sold to other independent people 
in Htihewvnited siates? 

Dpeyiie Pre he Sirs 

But when you come to this Sunburst operation you have not 
that situation at all, as I understand it, because everything 
thetewis sold from> that Sunburst refinery is either sold. te 
the Texas Company of Canada or the Texas Company of 
California. There is no comparison with any independent 
buncnaser vas Famgac Sunburst is concerned) is therey 

Date Srcrishion Serranrvas Sunburst is concerned sy Bud we 
aceept the contract that Texas Delaware had with other 
eompanies in the United States. They were supplying them 
some of -—- I guess the Texas have a refinery. on the Atlantic 
Coast, haven't they? 

MR. MiLTaBARGER: . Yes. 

They supply them with Atlantic Coast gasoline. There is 
others with Texas gasoline. We used that allowance or 
discount from the normal tank waggon market in those 
customers’ markets as indicating the same allowance would 

be given to a customer buying Montana gasoline of the 

same size as ue Texas Company of Canada, the same size 

and status. 


MR. HARVIE: You deduct’ that from the tank waggon? 
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es be BUOSseLi. 
Yes. 
LP Lnere Ls enw? 
Yes. Well, there is a tank waggon. 
As i understand, there was no honk weeeon in Montana in 193827 
No, unere; Wae uo Gankcar in.193e.  Thisirerers, te the tank 
waggon though. 
MR. FRAWLEY: In other words; as i understand 
you, you simply go anywhere in the United States and find 
out they are selling gasoline tn the XYZ oil company, 
outside of the Texas family altogether, on a certain basis 
under tank waggon? 
x1es.. 
And you analyze that carefully to see what that amounts to 
Ou tne rerinery price? 
Yes, Una tee Tigi. 
And then you come out to Montana and you make the same sort 
of calculation, and what you say, not disclosing any figures 
that you should not, you say that if you take the Sunburst 
tank -waggon price and started to make the same allowances 
and deductions from that Sunburst tank waggon price that 
you made in say the Chicago area, that you would find you 
would be down to something comparable with 6¢ cents? 
Yes. 
So that I will understand the mechanics of what you do? 
Yes. Of course, it would be possibly more satisfactory if 
we had a field, or if they had independent customers in 
montana who were buying in like quantities to: the Texas 
Company of Canada. But because there was no customer of 
that status, we had to use the general information that we 


obtained. 
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THE CHATRMAN : You were not concerned to fina 


& 


out what other people were selling for in that Sunburst 
Pela, owner refineries? 

A Well, I do not know outside of the Texas Company of California, 
is there another purchaser, or is there a purchaser in the 
montana area buying Montana gasoline of the same status and 
purchasing the same quantity as the Texas of Uanada? 

Q MR. FRAWLEY: The Texas oD (Canadeam Mirst jot 
all, toere is not any, I think there is evidence of it, 

or Mr. Meltabarger might tell us, there is not any other 
refinery of the size of the Texas Company's refinery at 
ounburst in Northern Montana, is there? 
MR. Ma LTABARGER : Thea fs ionhs 
MR. FRAWLEY: I think Mrs PLotkins told ws 
tuat Cetore. ~ As Tl understand, the Big West rerinery. en 
Levi fe s00ut the next biggest refinery toile nevlexas 
Company in that area. 
MR. PLOTK INS: There: is some in between, )) Tire 


Texas, as I understand it, they are running 6500 barrels. 


MR. FRAVIBY: The throughput? 

MR. PLOTKINS: Yes. 

MR. FRAWLEY: And the .orth Vest? 

WR. PLOTKING They vary all the way from 3500 


down; the rest’ or them, 


MR. FRaAWIY: {In answering the Chairman's 
question, you did not make any investigation of the contract 
under which other pcople were buying from other refineries 
like the Big West or the North Yest----well, the North West 
was not there three years ago. 

Q THE CHalRMAN: What does the Statute say. You 
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are not concerned with the local market. You look at the 
whole United States? 

Yes, we are concerned very much with the local market. 
"Whenever any duty ad valorem is imposed on any goods 
imported into Canada, the value for duty shall be the fair 
market value thereof, when sold for home consumption in the 
principal markets of the country whence and at the time when 
the same were oxported Airectly to Canada." 

MR. FRAWLEY: Would you mind telling what you 
Ble slesdibea trom, tor the record? 

That is Section 45 - 1 of the Customs Act. 

Section 45-1 of the Customs Act. That is Chapter 42 of the 
revised Statutes of Canada., Right at this stage let us 

file this memorandum which Mr. Russell brought with him 
from Ottawa, which contains information for exporters and 
various extracts and very pertinent parts of the Customs act. 
THE CHAIRMAN: tT just want to clear up whether 
or not there is a compliance wtth the Statute to find out 
what gasoline is .selling for in New York and determining 
whether or not people are dumping from Montana into Alberta? 
Well now, you see, we consider that there is no contract 
purchaser in the Montana field - well, as a matter of fact, 
at the time we made this investigation it had to do with 
gasoline coming into Vancouver and we never made inquiries 
at the Texas Delaware regarding the Montana gasoline. But 
this investigation last June, we made some inquiries 
regarding Montana and we connected up the information 

that we received in 1936 together with the information we 
obtained at the International Refining Company at Sunburst 


last June, and will continue our investigation in New York 
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and we will also find out down there - although I am sorry 


we will be unable to disclose it tn the Commission - what 


the Texas Company of Delaware pay the International Kefining 
Company . TP cornoy kKiow. 20 (it willido ue much t2ood. uy 
our situation is in appraising shipments for the Texas 
Company of Delaware from Montana is that we consider the 
Texas Company of Canada is a big contract purchaser of 
which there are several in Canada and a large number in the 
States, and while there are no other contract purchasers 
purchasing the same gumntitics and having the same status 
as the Texas Company of Canada purchasing Montana gasoline. 
so in order to appraise that gasoline we had to use the 
information that applies to other markets where there are 
similar customers buying as the Texas Company of Canada. / 
MR. HaARVIE: Other markets in the United States? 
Sumer Markets 20 the United: States. 

The country of export? 

recn 

MR. COMMISSIONER LIPSETT: Now, in considering the fair 
market price, Mr. Russell, in a. case of this sort, where 
there is no other sale; in Montana to any independent 
person, does not the question of the cost of its 
manufacturing: enter into it7 That is @ fair and reasonable 
profit and a fair and reasonable price to be paid on top 

of thet? 

We always took the attitude since the Tariff Board idearings 
that is is almost impoaeabile to determine the cost of a 
gallon of gasoline, the actual cost, except if the refinery 
as a whole is showing a profit then their gasoline shows a 
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-13,900- 
T. A. Russell. 
Your department is in a position to insist on getting 
information as to the cost, in this particular case, aren't 
Four Jt is not being given to this Commission but I 
understand that your Department would be in a position to 
‘ap proach the fair market value from the question of cost 
Sd Paleo rOrucy WOuld 1% not? 
Yhether that 6% cents represents the cost plus a reasonable 
advance for something for profit. Yes, we could possibly 
demand it. I think Mr. Frawley can back me up in this, that 
any ccst figures we have obtained before on gasoline, really 
they do not mean an awful lot. 
MR. FRAWLEY: PIT St OL eel AS Le eae wees 
about that, you accompanied and sat with the Tariff Board 
during all its investigation into the petroleum industry in 
LOO and 117067 
Yes. 
You are aware of the fact that the Tariff Board went to 
New York to get these Sunburst costs from the Texas Corpora- 
tion and were refused? 
y6s, 1 Know thabe 
You say your Department is not in that position. Your 
Department could get the costs from them if----- 
If we required them I think we could uemand them. 
E suepane perhaps it is only right to say that they realize 
you have some pretty powerful weapons which might shut off 
their imports if they did not give you absolutely 100% of 
what you asked for? 
MR. HaRVIE: They have no legal authority, 
this branch of the Customs. 


MR. FRAWLEY: Oh, I should think so. 
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Y, fe HUSSOLI. 
Could you not impose penalizing duties and that sort of thing? 
We could appraise. We could say this---- 
MR. HARVIE: But they have no authority, you 


could not go into a refinery and demand the information? 


Yes, but it is very much to their benefit to play along with us, 


MR. FRAWUBY: Instead of having them take the 
risk of having you impuse appraisats upon them which would 
be detrimental to their husiness and probably shnt it out. 
Now following up what Mr. Commissioner Lipsett has gaid tc. 
you, you.Might, if you went to New York, find from their own 
records what the cost of a gallon of Fire Chief gasoline at 
sunburst is, and it might be some starting point for you in 
arriving at whether 6% cents was a fair price for exporting 
it to Canada? 

the. whole thing would boil down to the level , the 
International Refining Company, are they operating “t a 
profit on the basis of------ 

6 cents? 

6= cents. 

Or at a loss? 

On at a logs. 

MR. COMMISSIONER LIPSETT:; Might they not go a little further 
than that. Might they not be getting an excessive profit 

PA thelr american sales of mete gasoline, which enables 
them to put gasoline into Canada at dumped prices and still 
make a profit? 

T do not think it would be very hard to estimate whether they 
made a profit or not based on selling their whole output at 


or cents under their method of ke eping their books, would it? 


MR. FRAWLEY: No, probably we could find that out. 
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-13,902- 
PoAo Russell. 
You say you are disturbed about not being able to find out 
the cost of manufacturing a gallon of Fire Chief. You would 
find that from their way of keeping their records, the sales 
realization value. They would have a cost for Fire Chief? 
They would have a cost, what they call cost. 
A Significant figure, I think, some people call it, rather 
than the exact Gost? 
ES 
Suysel Tor tat. What then is the last wore you want to 
say to the Commission with respect to whether or not the 
6% cents is, in the opinion of your Department, if you have 
& definite opinion, a fair and proper price at which to 
allow it-to-be entered? 
Immediately I go back to Ottawa we will start an investiga- 
tion at New York in order to ascertain the basis on which 
the Texas Company are making contracts with purchasers in 
the United States of a similar status to the Texas Company 
of Canada. 
Bécause you feel that, perhaps, it is fair to say that the 
Whole thing is open? 
Yes. 
There ig no arrangement as indicated - I am, perhaps, making 
too much of that - but there is no closed arrangement, as 
indicated by Exhibit "414"? 
Wo, @bsolutely not. 
Quite the contrary? 
Kier Talkin s OS Lar es values are concerned, apply only 
tO the fair market value at the time the ruling is made. 
i ere Teeny chanse inthe market, sas the 2ct. calls for 


the fair market value at the date of shipment, we could not 
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?. &e Russell. 
give a ruling that is going to apply two years from to-day 
or six months from to-day. 
I would like that made awfully plain. ‘The reason I am 
putting itt to you is that the Texas Company have made their 
Submission to this Commission that Exhibit "414" justified 
their bringing this gasoline into Canada without any dumping 
du ty? 
MR. MACLEOD: we have never made the contention 
that that was biniing. All we said was that at a certain: 
time we approached the Department with respect to what basis 
should we buy this at and they gave us the basis, based upon 
the crude, the posted crude price. 
I think the Texas Company named the basis and asked if that 
would be satisfactory. 
l mean we never have contended that the Department were 
precluded.at any, time from changing it, There is no binding 
apreementiat ali.» But we do say we have been operating and, 
as it turns out, the 6% is the changed price based even that. 
Youthave noticed that, have you? EG us based upern that 
80 cents? 
Yes, it just werks out on that basis. 
MR. COMMISSIONER LIPSETT: .Does the question of the at 
rate of exchange enter pintowit ab allt 
Very muck so. Under the Customs Act the fair market value 
must be shown in the country, in the currency of the country 
of export. So that mist be shown in United States dollars 
in the case of gasoline coming from the United States. 
The true transaction with the Canadian exporter must be 
shown in the selling price column on the Customs invoice. 


Now under the Customs Act, the current rate of exchange 
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T. A. Russell. 
which was in existence at the time of shipment is used to 
convert the fair market vatue into Canadian dollars. That 
rate to-day, I think, is being set ae the Federal Exchange 
Control Board at 11%. Now, say $190.00, they showed 100 
American dollars on the Customs invoice and the current rate 
of exchange is 11%, that would be 111 Canadian dollars. 
sow, if they purchased that at $100.00 in Canadian funds 
then it is subject to $11.00 dumping duty. 
What would the offect of that be then, assuming that the 
rate of exchange was level when you came to the conclusion 
that 6% cents was the fair market price. Would that 11% be 
added on to it to-day? 
Pio Ce MeCketavalle 18 in U. 3. currency. Uso) coisas. 
it really has the effect, that exchange, of increasing the 
cost to the Canadian importer 11%. 
That is what I mean. But if it is coming in now at 6% cents 
Canadian currency? 
The dumping duty should be applied, providing the 5¢ cents 
is the fair market value. 
That is what I mean, on that hypothesis. 
MR. FRawLHY: What was said about that vas that 
Mr. Meltabarger said the matter of exchange adjustment was 
presently pending between himself and his jobbers. and I 
presume it is pending between the Texas Delaware and the 
Texas of Canada. 
MR. PLOTKINS: it is not pending so far’as the 
Customs officials. Right to-day it. is right on that invoice. 


So that the Texas Company must be paying that extra excise 


-on the 11%. 


MR. COMMISSIONER LIPSETT: Yes, but that is not the point, 


Mr, Plotkins. Is not the point that they woulé be paying 
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Pr Re RUSSELL: 
dumping duty based on that 11% if it came in at the less 
price? : 
MR. LiACLEOD: This puts ur price up and avoids 
the dumping duty. 
MR. COMMISSIONER LIPSETT: Not if you are paying in Ganadian 
dollars. 
Well, the dumping duty will bring it up to the same amount. 
VR. MACLEOD: It would increase our price. 
It would increase the cost. 
MR. COMMISSIONER LIPSETT: Is not one of the factors to know 
at once whether or not the account is being paid in Canadian 
dollars or not? 
Yes. They are supposed to show that on their Customs invoice, 
WHether 2072S pald in U. S. Punds or the equivalent in 
Canadian dollars. 
MR. MELTARAPRGER May I say if theraievierker 
price for home consumption is 64 and we pay 6% and then 
you aid 10% to that, we are paying more with the adverse 
exchange, is that not right? 
Yes. 
With the adverse exchange the danger of dumping duty is less? 
MR. COMMISSIONER LIPSETT: wo. 
No, it is increased. The importer should be asked by the 
collector at the port at which entry is made, if it is not 
shown on the Customs invoice that the purchase is mde in 
Wis PuUPdS, then the collector should ask the importer, 
and if.he says it is’going to be paid in Canadian funds, 
like the 6+ cents in Canadian funds, some dumping duty 
automatically applies. 
MR. MACLEOD: Well, we pay in American funds. 


MR. COMMISSIONER LIPSETT: That is one of the points. Because 
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fT. A. Russell. 
if you are paying 64 cents in Canadian funds, you are only 
paying 6 cents now, is that net right? 
Yes. 
MR. FRAWLEY: And then if Mr. Macleod says the 
Texas Company are paying in American funds, they have to buy 
those funds and they cannot do that without getting a permit 
from the Canadian Foreign Exchange Control Board. Have you 
such a permit? 
MR. MACLiOD: We have. 
MR. FRAWLEY: If there is nothing further about 
the Texas importation. I would like to exhaust it before we 
go to the next group of importations. 
MR. HARVIE: Do you mean their own----- 
MR. FRAWLEY: Well; jobbers too. . Now, dx; 
Russell, I should ask you about that. You heard the evidence 
this morning to the effect that the Texas Company are selling 
as late as Sentember 2lst to the Lion Company at 6£ cents. 
You. heard everything Mr. Meltabarger said, about that. 
Tho se questions were asked so that you would be aware of it 
BAGADeYADLS TO Gisccuss i> Lutellizentiy. What is your view 
with respect to the transactions between the Lion Company 
and the Texas Company? 
Well, it would indicate on the surface that they are leaving 
themselves liable to dumping duty,and there is the pruvision 
of subsection’ 6 of Section 6 of the Customs Tariff. Will I 
read thas) ina7 
i think thet should be read into the record, Mr. Russell, yes. 
It is subsection 6 of Section 6. 
Subsection 5 of Section 6 of the Customs Tariff, which is 


Chapter 44 of the Revised Statutes of Canada, 1927? 
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7. A» Russell. 
It is commonly known as the dumping clause of the Tariff, 
DeCcyion 61s. 
Subsection 6? 
ito, the whole of Section 6 is the dumping clause. 
But Subsection 6 is what you want to call to the attention 


of the Commission. 


MR. MAC LZ0D: In the Customs Tariff Act? 
MR. FRAWIBY: No, it is called Customs Tariff. 
MR. MACLEOD: inere ere two ACts, /one joe. 


Customs Act and the other the Uustoms Tariff act. 

MR. FRaWE Y; 0 Os ae we 

subsection 6 reads» "If at any time it appears to the 
satisfaction of the Minister that any per3on owning or 
controlling or interested in a business in Canada and also 

in any other country, or any person carrying on a business 

mm anyother country and owning or controlling or interested 
ina DuUSINesS operating in Canada, and by reason thereof is 
enabled to import goods for further manufacture or assembling 
Or Tor resale; and ‘while complying with the’ lesa ly rTrequire- 
ments on importation disposes of such imported goods, whether 
in the form as impurted or as further processed, assembled 

or Manurectured, at prices below the duty paid” velue thereof 
as entered at Customs plus or including all charges upon 

tie goods arter shipment from the place whence exported 
directly to Canada, including sales. distribution and 
advertising costs, and plus, if any, the cost of processing, 
assembling or further manufacturing in UGanada, the Minister 
may declare that goods of such class or kind were and are 

on importation subject to an additional special or dumping 


dioy nov exceeding titty per cent and authorize such action 
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T. A. Russell. 
as is deemed necessary for the collection thereof." 
Yes. You say that on the surface it would appear that the 
transaction, that the importation of the Texas and its 
immediate resale to the Lion would come within the terms 
of that suhsection? 
Yeu. 
Thy? 
Well, 1irst ll mist explain that subsection 6” is not 
automatic. The dumping duty does not automatically apply. 
if a company, say the Texas Company of Canada, sold at less 
than their laid down purchase cost. 
yes? 
Py pe levivcvo the wistrevion of the Minister. 
Quite. 
Who would “receive a report from the Department before ‘any 
action were taken. 
Yes, and he would see that when the Texas of Canada selig 
to the Lion at 6% - because all other things are just merely 
recoupments for Cisbursements? 
When they sell the Lion at 6z they are not selling ata 
price including sales distribution and advertising cost. 
Yes, there is something in there that should be added to 


that 6¢ cents? 


MR. MELTABARGER : Supposing we were selling the Lion 


three grades of gasoline, as we are, and on two grades we 
got an excess price, but for competitive reasons we say 
ye will charge you this much for Sky Chief and which is 
a cent @ gallon profit to us and we will sell you at this 


moon for erinetCnier,; Which psa ‘cent prorit, but for 


competitive reasons this price will be the same as our cost", 


i Wy vai i ) f 


Loe ee 
ye 4 ER a N rs no He ees a an 
W oer ent A038, oe. foe 


; 
Te 


att bait taacaaypt do Jaa pit PAoRaRGe TRY petit) : | . 
gay Bagi! ‘enone ae ‘BLSSR 22 wage micoute- not fens? piensa >” a 
creep? ah abi ae ty! Antreethamt: dit ieie? aortpenaed 

» aff Whdtte sane agor woes “oes % podchadd otheh tint 
_tainnestin a: oo : 
Metin ce et, gt Micruee Saciay 1p dy lean)” gti alas Sway ‘ 
oan 4 qo Peed irs pn ee te ieee ei Ar ge me Te 2 
Gag hes BES a aot peRee 7 aae* at oityche a? al: perky ase A 
HieIonaA with popes ie. On ae 2h a are ebgitait oaths mire tt in 


Chhieo' i WANA = doe boii Yee i irsautaeh Hone _< 

he : 1K arent Piel aledh neat he 
RE TTS Se Pee acne SS tA RET a deat tye? 
Serpette? Dt ail itekbmi'h ang Bt p¥et-@2 97 
gee ee Oe thn ache: 2 emis cree eH a ED 


Wiel dypcithtied eft (Rom. deg sa se SersOen HEN GAP 


eo FF & 


« 


Part “clic ete ea, Pee Se gd genet ten Abed etete onion : ; a 
a , : os: een f : aero Ad) pMiidea it ce Ys Whe oe Ls te ae eee eo 7 . ; 
Seek aie ee uk Gee em ie ae Ce eae eS ne pees Pete 208 pLiew en: Spa’: i ag d 
vlerds dbl ote quate! deo TER eegeten hee Bead eee 


’ | ; 
. x 5 ape. a - . 
mae. Lines Ve ee ee of Kbwoeaebas : oF aarti 18008 a nb 
W2s Bees tea Ae Gauge hehe. inet” attr neta! pti a + - 
= é . . r a ; - Bry ; oe tie a ; 
A Ae Ral Goat teh RACE! Geers “be hee a ‘ 
ae = RK 
Th i ' f, M nal wt | <>; + a a hy ae pa W.ce as 
Bugera hace PES, ‘ eae e a eee hi ha : ear pete a 


need wire SRT TEs e we whe: wisi 
ae satay ai ivouaaal See aw es 

ape eubhois! aarti latinas 
cpt Wotine deb: tednd es dee Sa 


ue ala We! wore sii) nie ee 


7 ' 


T-3 
16 


A 


-13,909- 
T. A» Russell. 
would the prices on the other two rule? 
No; I do not think. Everything is left in the subsection 6 
to the discretion of the Minister. It is pretty hard for 
an Official oo, the Department to anticipate what action 
might be taken by any Minister of National Revenue. 
Then whatever compensation in the way of lower trucking cost 
on the products we are bringing in ourselves by this same 
purchaser and his sale to us of his own tru¢king at a better 
price than he could otherwise sell, would that be compensa- 
tion for us selling to him at a lower price---- 
Yes, I listened to your connection this morning with the 
Lion Refining Comeany and I think it would be almost 
impossible for any action to be taken under subsection 6 
a= tar as your contract with them, because-you could 
Sas) Your selling price to him and he could raise his 
Selling price of the dérd structure gasoline that he is 
Seiline to you. He Gould put it up a6 High ase cents, if 
you wanted to either way fix it up amongst yourselves. 
MR. FRAWLEY: I am talking about what is 
disclosed in thst invoice No. 629. I find they are selling 
pire, Chier vasoline at the same price they pay Texas 
Delaware for it, 7$ cents an Imperial gallon. MThey are 
Gheteiig wir. JP votkies Or the pion Jempany, Say cents Tor 
Sky Chief gasoline, which is exactly what they pay the 
Texas Delaware for it. Insofar as these products as 
disclosed by that invoice and the Customs entry that 
doubtless accompanied it is concerned, is there any 
violation of subsection 6 of Section 6, always subject to 
what the Minister thinks about it? 


I would say on the face of it, without hearing the rest of 
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~. A. Russell. 
the story, they are leaving themselves liable to action 
under subsection 6. 
MR. MaCLECD: and on investigation it might 
or might not be followeu by the imposition of a dumping duty? 
Yes. 
MR. FRAWLEY; All the Statute says is in the 
event of these facts being established, the Minister may 
declare? 
ey dee,are, yea. 
He may choose not to exercise his discretion and nothing 
happens. How does the grd structure transaction, 
which is purely an alberta transaction, affect the 
violation or the observation of the subsection? 
it @oes net arfect that transaction at all. 
That is what I mean. 
But say the Department checked up cn the Texus Company of 
Canada and said----- 
In the light of that “Invoice? 
In the light of that invoice, and said "Unless you charge 
Me. Piotking 7 eents for’ that gasoline F. ©. B. refinery 
we will be forced to take action under subsection ¢€," 
could he not go to Mr. Plotkins-and say "Well, we have to 
charge 7 cents for your gasoline." 
For your ia" gasoline? 
Tes, (ror your "Oo" esasoline, We sell you 1,000 gallons of 
that a month or 10,000 gallons a month, and that is going 
to increase your cost $100.00. Now, we will pay you a 
cent a gallon more for your $rd structure which we buy 
from you.” 


Yes, they could do a lot of things like that. 
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. A. Russell. 
MR. HARVIE: Surely tuey would not do that. 
MR. FRAWLEY: AS goon as they start charging 


Mr. Plotkins 7 cents F. 0. B. the refinery [ suggest to you, 
ir. Russell, and to the Texas Company for that matter, 

that Mr. -lotkins would have tu stop buying that ™Q" 
gasoline. But if they are going to go to him and make 
some other extraordinary arrangement---- 

MR. SMITH: Conspiracy is the word. 

ig you look ’at the amount of the dumping duty collected in 
Canada outside of the dumping duty that automatically applies 
on fruits and vegetables during certain seasons of the year, 


fhere 168 net very much. 


(Page 13,912 follows.) 
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It is not very much? 

it is not very much. 

nie HARVIE: Is it not possibly ex~ 
plained by your own suggeation a moment ago, that 

you warn the people and they generally take your warn- 
ing? 

Well yes. 

luke FRAWLEY: Well very well---- 

MAJOR LIPSETT: Mire Russell, are you 
really putting it that if you found that something 

was in fact taking place and this American commodity 
coming in, that if they went and disclosed the other 
end of the transaction, that they had some secret ar- 
rangement or some arrangement, where that was being 
made good, that you would be powerless to deal with the 
true significanre of the transaction? 

Well they could adjust their price, the Texas Company of 
Canada could adjust their price with ire Plotkins for 
the gasoline, the imported gasoline, which they sell to 
him so asp to clear themselves so far as auy action that 
can be taken under §Sub-section 6 of Section 6. 

In the meantime, would not the Dominion of Canada have 
received its dumping duty? 

Mine MACLEOD: iiay L suggesteoe-— 
WITNESS: You see it always takes 
some time before action can be taken under that section 
of the Act. 

Yes? 

Or the Law. We require to make an investigation at the 


importer's office and sometimes at the Customs office 
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rs 
and they have heard then that the department is makim 
investigations into their transactions and then the 
report has to be made to the Minister and it all takes 
@ great deal of time and before any action can be taken 
they have adjusted their prices, so it would not be 
warranted then. 

Q Yes, but assuming the facts as you know them, and assum- 
ing that you found on that invoice that dumping was tak- 
ing place, and that the Minister was satisfied and imposed 
that duty, surely you would not refuse to impose the duty 
simply because the Texas Company say "Well we have nade it 
good tn Mre Plotkins afterwards"? 

A Well, it is an extraordinary case here. 

Q You would be doing the Dominion out of the dumving duty 
which it is entitled to? 
WR. FRAWLEY: But, Mr. Commissioner, aa I 
understand, if they found on this invoice a situation, 
a case of the infringement of the Section, then the Texas 
OA Company, as Ll understand, is given the right or the 
option of immediately increasing Mr. Plotkins' price. 
That is the first thing that happens. Now that takes the 
Texus Company out of any violation? 
WITIWESS: Yes. 
WRe FRAWLSY ; They just bill Hr. Plotkins 
with more, so then ne is no dumping duty there at all. 
I say that is not a sensible suggestion, but Mr. PlotKins 
will not do business with them if he has to pay more than 
he is paying, he is down to rock bottom now. 
WITNESS: Yes. 

Q wAJOR LIPSETT: dnd if they went further than 
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that and had some secret arrangesient? 

Ott hea 

What I was going to put, that would be, surely that would 
be, I do not like to use any strong words, but some sort 
of transaction to evade the law of Canada, would it not? 
It would be something like the barter arrangement there, 
some years age when the Germans started barter arrange- 
ments in Canada, w2 just threw up our hands, we couldn't 
do anything about it, the Law didn't cover barter arrange- 
ments at all, and we got a ruling from the Department of 
Justice. 

like FRAWLEY: And they agreed you were 
helpless? 

AdDsoiutely helpless. 

THit CHA TkusAN: is there anything static 
about the Laws of Canada, that they cannot be changed? 
Well they mide a trade agreement with Germany to cover 
those trensactions, that they would not carry on any 
barter arrangements on goods shipped to Canada and also 
that the Mark would not be used in trading in Canada. 

MR. FRAWLEY: .€ll now before we leave 
the Texas importations, tir. Macleod, you have some 
questions to ask. 

Whe HARVLE: Wight we just deal first 
with the other two importers? 

Re MACLEOD: <L think probably the 

others are disclosed. 

wikhe HARVIE: ALL oe We 
iwRe MACLEOD: My. Russell, , this 


Section 6 which imposes the dumping duty, it is 
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Mmendatvory, 18 1t not? 

The second one? 

Sub=-section one of six? 

Yes. 

Is mandatory, that is that the duty becomes effective? 
Yes. 

It becomes ipso facto payable when the eondition is 
created? 

Yes. 

That is when the importer is eet it in under the 
fair market value? 

Yes. 

And to determine whether that is so, you take thia 
wor Ch Sia at fOr wish. ft 

Yese 


The invoice declaration? 


Yes. 
Whe FRAWLEY: pxhnibit “4ee"7 
bRe wACLWOD: Yes, and when that is 


taken, unless there is 4 reséson I suppose to suspect that 
it is not true, that establishes the fact that there is 
no dumping duty, payable on that particular importation? 
We l1l---- 

I quite realize you can go behind that and make any 
inguiries you like but that is the object of it being 
taken? 

Yes oon the tace of it, to find if the -seiling price to 
the purchaser in Canada and the fair narket value would 
be the same, and if that is so there would be no dumping 


duty payable. 
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And if it was not there would be? 

Yes. 

Now coming to deal with the Texas case, in 1982 a 

scale of prices was agreed upon and the fair market 
value based. upon the posted crude price? 

Yes, due to the absence of any tank car market. 

And so far as your department is concerned you have not 
apparently departed from that situation? 

Noe 

And as I understand it, so far as you know, that the 
transactions with the Texas Gompany of Canada should not 
have properly been subjected t> a dumping duty? 

Nos so far as I know. 

Whatever you may find in the future? 

Yes. 

And as I pointed out before, as a matter of fact the 
actual prices at which they are importing now is the 
price at whieh they would be importing if you were 
still nperating under that sale of 1982? 

IL believe so. 

Based on the 18 cents posted field Kevin-Sunburst price? 
Yes. 

THA CHALTRMAN : You say also, so far as 
you know, Mr. Russell, it has been seven years since you 


have been concerned to inquire? 


MR. MACLEOD: It is in evidence, my Lora. 


THER CHALTRMAN : Is that right? 


So far as Montana is concerned, yes, except for the in-~ 
vestigation we made in June of this year of the Inter~ 


national Refining Company. 
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And which is still going on? 

Which is still going on. 

hirte MACLiOD: But as I understood you, 
ire Russell, you are not acting upon that old ruling? 
No. 

Your department has not been for some years? 

No. 

Although as I understand it the Texas Company has not 
been advised of that? 

Presumably it has never been. 

THE CHAT AN: If you are not acting on 
it, you are acting on nothing then? 

Well sir, as I explained before that in the aase of the 
Texas Company we have never received any complaints up 
until recently regarding their selling price in Canada? 
and so we have never had occasion to investigate. 

That is just what I am concerned to inquire about. We 
have a Law on our Statute books and the Department is 
concerneé with its entorceement? 

Yes. 

And it leaves it to the general public to determine 
whether or not it is being obeyed, to make complaints 
to you and if they keep quiet, why the Laws can be 
broken and you know aes about it? 

Well we find that it places itself very well that way, 
for instance thse Canadian Manufacturer's Association 
through their members, they are able to keep us pretty 
well posted as to the importation of goods which would 
appear to be dumped or any competition that their 


meabers are meeting with imported goods. 
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Well if for example, Me. Russell, the case that you say 
on the face of it looked as though there was dumping, 
the transaction between the Texas Company and the Lion 
Oil Refinery, that appears to you to be dumping, you see 
the invoice today, it may not be, but on the face of it 
you say 1t looks like it? 

It would leave themselves liable. 

It would seem as it it were so? 

Yes. 

How is any competitor going to tell you about that, how 
will they know about it to tell you? 

Well I think there is a section in the Regulations where 
the importer can purchase goods at a dumped price and he 
takes it, takes that invoice for his goods, where the 
dumping duty automatically applies, makes out his in- 
voice to his customer in Canada to whom the goods are 
shipped direct and as long as his selling price to his 
eustomer is not at the dumping price he is not subject to 
dumping duty, so from that , it is not so much what the 
intermediate company is buying the goods at but the price 
at which he is putting them into consumption in Canada, 
that the dumping clause is to protect. 

MRe FRAWLEY : You see, wr. Chairman, the 
Texas Company, as I have brought out from time to time, 
keeps to the Arora price structure in Canada on the 
goods they iuport from Montana and Mr. Plotkins does the 
same and that keeps the Imperial Oil, let me say, andl 


am not saying it offensively, silent, not very much con- 


cerned. 
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THE CHa TRAN: That is just the point, if 
there be, if it be an infringement of the Act to bring it 
in, to bring it in---- 

MRe FRAWLEY: q(uite regardless of what 
happens to it after it gets in. 

TH CHALTRWAN: Quite so. 

MRe FRAWLEY: It should continue to be 

an infringement; 

THE CHATRiAN: Quite so and Mr. Russell 
tells us in all seriousness that he is relying on the 
competitors to do the policing. 

Re FRAWLEY; Yess 

THE CHAIRMAN; So long as the importer does 
not interfere with the competitive price why would they do 
any policing? 

MRe FRAWLHY: ixactly. 

THE CHALiqi AN; jnd in the results our Laws 
are for the time being, I do not say they are flagrantly 
disregarded, but they are disregarded, without the De- 
partment put up to enforce them, knowing anything about it 
at all. 

WRe FRAWLSY: And it is only when Mr. 
Trimble comes in, that then is another thing altogether, 
thet is a horse of eye eolour you mighy say, because 
when iire Trimble comes in, he shatters Mr. Harvie's 

price structure, and then that is a matter of some con- 
cern. However, this is not the time to argue the point. 
WITNESS: Just before we leave that, 


T would like to point out, in the investigation in the 
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House of Commons Committee in 1932, was it? 

MRe FRAWL&Y: 1932? 

Yes, at that time the Department had values on -zasoline 
and issued instructions to collectors tc appraise gas- 
Oline under the provisions of Section 26 at prices 
which were 2 or 3 cents higher than the open market 
price. The Shell Company imported a11 their gasoline at 
that time and it came out in the evidence in the House 
of Commons that the Shell Company were agreeing with 

our valuation. I think they were buying at that time 
from Chicago and I think the price was around 72 cents a 
gallen, paying 7% cents a gallon, and when they sold 
that gasoline in Canada they were taking a big loss on 
it and that came out in the, before the Committee of the 
House of Commons. 

MR. HARVIE: ~The same as the Texas 
Company does in the evidence before this Commission. 

MRe mACLEOD: I think there is a danger, 
my Lord, in mixing those two Sub-sections. 

THE CHALIUIAN: I do not care about that 
Mre Macleode = want to hear the witness. 

THE CHAIRWAN: GO on? 

And there was no complaint made to the Department, 

You put great stress on complaint? 

Well there was no recommendation made by the Committee 
thet the Department was lux in their administration. 
You think that the Committee would have cracked you , 
over the fingers if they had thought you were lax? 

I think sO. 

You do, well I do not know, the Committee was dealing 


with its own Department in the Government? 
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They cracked us over the fingers on the Agricultural 
Implement Inquiry if I remember correctly. 

At any rate, the fact is that, am it may be quite 
proper, 1 am just ascertaining what ie fact is, and 
that is that you rely on competitors to bring to your 
notice any improprieties, any infringements of the 
duaping duty? 

Yes, generally that is correct. We get an awful lot of 
complaints in Ottawa you know, which keeps us all our 
time investigating those. 

MRe mACLEOD: Mr. Russell---= 

wAJOR LIPSETT: Just a moment, take this 
very case, ir. Russell, of lire Plotkins, supposing it is 
the definite policy of the Texas Company to dump Texas 
gasoline, their liontana gasoline into alberta, and they 
gave ir. Plotkins a bill under which he pays what ap- 
parently is a reasonable price? 

The fair market value? 

For the Montana gasoline, on the basis that he makes 
that up to them in the product that he sells to then, 
taking in other words a loss on the .ontana, 

a loss on the hontana and they make it up on the other 
deal? 

Yes. 

Is that not a clear case of dumping by the American 
company? 

Yes, I guess it is but I do not think the Law covers it 
though. I do not think there ia any proviision in the 
Law to take care of a case like that. 


They lose on the iiontana gasoline, sell at their, below the 
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fair market price, so that dir. Plotkins can handle it 
and does handle it in here and they make that up by 
getting a reduced price from iir. Plotkins on his 
Alberta products? 

Yes. 

Is there any reality in the transaction at all, is it 
not @ clear case of dumping, no matter what else it is? 
Yes think itis. 

MR. HARVIE: You did use the phrase "The 
true transaction must be shown"? 

Well so far as, they could, through the whole deal I 
presume .---- 

pike MACLEOD; Now with regard to this 
one, I would like to stick to that if I can. 

THE CHATRMAN ; You stick to it but we may 


want to deviate from it and if sc we will. 


whe MACLIO D: Yes, but we will come to 
that. 

TH CHATRiIAN; Come right to it right now. 
Re MACLEOD: w@ will ecme to it right 
now. 

THH CHALTRuWAN;: Go ahead, we are through. 
Re guy CLIGOD: Shis SUbSse0tion by you 


know the history of it I presume, it is a Protective 
atatute? 

Yese 

Proposed to protect Canadian industries? 

Yes, LI think it is protective. 

Now coming to &, that differs from the other Sub- 


section, doesn't it, in being discretionary? 
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That is Sub-section 6? 

Sub-section 6, I am sorry? 

Well I think=«~~ 

I mean the other provides that a dumping duty shall 
apply, in certain transactions, and this one merely 

says the Minister may impose? 

YOR. 

You have no particular interest whether the Texas 
Company sells at a profit or a loss in Alberta, in 
itself? 

Well it is just possible that they are selling at a loss 
in all their operations in Alberta that they are leaving 
themselves liable. 

To Sub-section 6? 

Yes. 

But primarily, you have no direct interest in their bus- 
iness, whether it shows a profit or a loss? 

LiOe : 
It is only to see that there is no evasion unuer the Act? 
Thetis rights 

Now then in addition to being mandatory, this only pur- 
ports, in addition to be ing discretionary, this only 
purports to apply in the ease of a parent and subsidiary 
company? 

Yes, in the case where the exporter and importer has any 
interest between them. 

2nd only then where, by reason of suoh community of in 
terest, the one company is enabled to import goods at 


prices below the fair market value? 
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No. We have had experieuce where we have investigated 
and found that the fair market value in America was Bay 
yl.00 and this inter-company transa¢tion had been going 
on for some time and they have been purchasing at 75 
eents. Well we told them that the fair market price of 
that article is ¢~1.00 and you have to pay duty on the 
dollar and the dumping duty if you purchase it for loss. 
Well they increared their purchase priae immediately ao 
thut they will not pay any dumping duty and then they are 
complying by doing that. They are complying with the 
legal requirements and implications but they might be 
disposing of the goods in Canade at less. 

But what I am pointing out, there are two conditions here, 
before this sub-section 6 operates, first, that they must 
have a community of interest between the parent company 
and the local company? 

Yes. 

And by reason of that comnunity cf interest the importing 
eompany is enabled to import goods into Canada for resale 
and for certain other purposes at less than the fair market 
LUCE ( 

No, that they pay the fair market price but dispose of them 
in Canada at loss. : 

MRe FRAWLEY: And that never, that never 
operates with the Texas Company because they maintain the 
going price in Janada and they see that mr. Plotkins who 
buys from them does the same? 

Yes. 

That is what happens? 
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Q That is what happens? 

A Yes. 
TH CHATRMAN: Yes, 
MR. FRAWLEY: dnd you never get any complaints 
about them? 

q Re MACLEOD: Here is sub-section 6, 


"That any person owning or controlling or interested 
“in a business in Canada and also in any other country, 
“or any person carrying on a business in any other 
"country and owning or controlling or interested in a 
"business operating in Canada" 
that is the first requirement that there must be a community 
of interest? 
4 Yes. ' 
Q And then it goes on: 
tand by reason thereof it is enabled to import 
"goods for further manufacture or assembling 
“Yor for resale, and while complying with the 
"legal requirements on importations disposes 
"of such imported goods, whether in the form 
“Yas imnorted or as further processed, assembled 
“or manufactured, at prices below the duty 
"paid value." 
rN Yes, Gisposes of the said goods after they’have brought 


them into the country. 


Q S0 you must have those two conditions? 
A Yes. 
q, Now when you have those two conditions met, then it is 


still only a matter of discretion of the winister? 


A Will you read a little further there. 
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"At prices below the duty paid value thereo? 
"as entered at Customs plus or including ail 
"charges." 

a) Yes, I understand that but when all that is met, all 
eee follows is that the Ninister may declare tle 
goods of such class or kind were subject to dumping 
adty? 

A Yes. 

Q And what I am suggesting to you is that, without any 
conspiracy or concealed agreement, that if the Minister, 
would he not be entitled to take into consideration the 
quid pro quo Which might be in existence between the 
selling company and the buying company? 

A The liinister before he would issue instrustions to 
authorize any action to collect 50% dumping duty would 
take into consideration all the factors in the case. 

Q, Surely, and if he found that, while the Lion Refining 
Company was paying the exact price that the Texas 
Gompany of Canada was paying and they were giving conm- 
pensation in some other regard, that might very well 
effect his discretion? 

A It is impossible for me to anticipate any action that 
the liinister might take. 

Q It isvell in the mind of the Minister? 

A Yes.» 

Q THE CHA Tuan: Just supposing the going 
price in iiontana was 7 cents, we will say? 

A Yes. 


Q Y sents, and it is sold to the Alberta importer for 7 


cents? 
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A Yes. 

Q But with a secret agreement that 2 cents would be re- 
funded to the Alberta purchaser, you say that ia quite 
all right? 

A No, they are leaving themnelves liable to seizure if 


there is any secret agreement, 
Q All right, if they didn't give it back in dollars but 


they got some other quid pro quo, what is the difference, 


what does it matter, apples----- 
Re HARVIE: Or & cent on hauling. 
A As Isaaid before, sir, it is more or less ofa barter 


transaction and they have us beaten. 

Q THE GHAIRMAN: Because you cannot value 
the apples? 

A That is right. 

Q MAJ OR LIPSETT: But it woula not be 
barter when it means that one man buys so much of 
dumped gasoline and the other man sells whatever is 
needed at a less price than the fair price. I would 
agree if the deal was 10 gallons from one tank for 10 
gallons of another, that would be barter? 

A But they can fix the deal up with @ véiriation in 
quantity. 

Q THE CHATRiuAN: It all comes down to this, 
it is a deai which may stand in the way of enforcement, 
but it does not in any ways effect the proposition that 
it is dumping? 

A Yes, you are correct. 
wiRe FRAWLEY: the best of all is that 


Grystal Company, which makes a favourable arrangement 
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with the Texas Company of Canada but does not sell them 


anything? 

Yes; we had a case like that in the Department, it was 
not gasoline, it was other products, where the company 
purchased some material which would be shipped in by 
steamer and they purchased it at a G. I. F. price and 
the y got arrangemem s to do their own shipping or got a 
company to do the shipping, the importer and the company, 
the transportation company, actually charged the shipper, 
the exporter, a higher priee for the goods but refunded 
about half of it to the importer and we couldn’t do 
anything about it. 

MRe FRAWLEY; Take the Artic sane Kir» 
lieltabarger admitted this morning that some times it 
would run down below what he himself has to pay the 
luontana company. 

WR. wiKLTABARGER: pees =e & le em By fesut. 

WRe FRAWLEY: Well assuming a ease where 
it did and atill that may not be dumping because the 
Artie perhaps, no, the Artic does not make anything up 
to hime--<-~ 

MRe MELTABARGER : They haul gasoline. 
WITNESS: _ Yes, when there is an 


exchange of services. 

WRe FRAWLEY; It makes it pretty dif- 
ficult? 

It makes it pretty difficult and who is going to 


appraise those services. 


WAIJOR LIPSETT: hire Russell, if you are 
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Satisfied that the gasoline is coming in at less than 
the market price and therefore primarily is a case of 
dumping, is the rest of this transaction anything nore 
than that the Artic Company or Mr. Plotkins is giving 
an inducement to the Texas Gompany to break the law by 
dumping or making themselves liable to dumping duty by 
dumping? 

A Well if we found after an investigation that the fair 
market value of the gasoline as imported by the Texas 
Company of Canada was 7 cents a gallon, I am pretty sure 
inmediately the Texas Company of Canada or the Texas 
Company of Delaware, the Corporation, will inerease that 
64 cents, the present St cent price to 7 eents and we 
will not get any dumping duty. 

Q liRe HARVIE:; You will get the higher 
taxes? 

A We will get the additional sales tax only. 

Q MAJOR LIPSETT: Then having regard to all 
these inquiries, you will be satisfied that the true 
transaction, you will gct evidenee of the fair declara 
tion that that 7 cents is being paid by Mp. Plotkins? 

A Oh yes, I do not think there is any doubt about it, they 
would not leave themselves open to seizure charges. 

Q MR» HARVIE: Just in the case of the 
Crystal, we have ijr.e Meltabarger's evidence this 
morning that they were getting an additional price 
equivalent to 1 eert on hauling done by the Crystal, I 
do not know whether that 18 a cent a gallon, whether it 
works out at a cent a gallon imported or a lesser amount, 


that was hauled into Saskatchewan. Now if that is the 
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case and it is for that reason that that price was given, 
that redueed price oh hauling was given; is not the 
contract price at the Boundary possibly incfeased by that 
1 cent and should be subject to sales tax? 

I do not know. I have nothing to do with sales tax. No.» 
It is a service performed in Canade, is it not, or it is. 
The priee upon which duty is collected, in the .ase, or 
When the duty applies to the selling price to the pur~ 
chaser in Caneda, which would be higher than the fair 
market prices There would be the selling price to the 
purchaser in Canada, exclusive of all charges ineurred 
after shipment. 

L cap quite understand it would be very difficult to ap- 
praise services but in this case Mr. weltabarger said it 
tsa definite 1 cent less and that is not hard to ap- 
praise? 

Re FRAWLEY: Why do the Texas Company do 
it, if it its a fact that the Orystal Company haul their 
gasoline for 1 cent less than they can get it done by any- 
body else, then that is a cut in price of 1 cent and iir. 
Meltabarger says it is related to the transaction. Then 
why uot go out ond say so and charge tho Crystal 1 cent 
more and then pay the Crystal 1 cent for their trucking 
and be sensible about it. Is there any real reason why 
they do not want to charge the Crystal say 6% nents plus 
lL cent, this trucking cent, cn the Saskatchewan business, 
is there any reason why they want to sell that at 64 
cents, might it affect their own big importations? 

I do not see how it could. 


I wondered why they do it that way. I thought perhaps 
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from the Customs standpoint you have seen this somewhere 
else and would be familiar with it? 

No. 

It is a remarkable thing they cannot do their business 
the same as anybody else wculd do it and pay the Orystal 
that cent, that is the way the man on the street would 
think it would be done. I am not putting it to you that 
you should answer for them but I was wondering if you 
had ever seen anything like that? 

No, we have seen business done in the sane way before as 
you mentioned but so far as dumping, action let the 


jumping Clause is coneerned it is hard tc say. 


(Page 13,932 follows) 


ne Miaed Sheah 2h Paes andl eusicats a & 
bagmgee id Gar Do we OR bere: she ehotyats eu | 
riate gages O8F OP Tey Od Bee ede Be ost ct yanoo tee : 
am + ae >  anketey dex’ ne ED (pened ea Rigor ee ange 
voy te BePeRbane aay 7 ohd ges at teyane piuade yok Va ae) 
| tract AR gid tee chee meee hed ews | 
Re Eyes Gay aes pod te ostg@ ela Meu cae oni wa : 
ane €ehge Sai eee 982 4oeh Se Get oe aed hauodte aH 
5 pee ve Aaepet ae, BR bavraatin’ asa eee 


fi 
% oa 


See ie om 


* Peo 7 
“ - 


fagagay SOM BP sane} 


bie 


A 
Q 
A 
Q 
A 


-13 ,932- 


A. Russell 


MR. HARVIE: There are two other 
Situations. You said thet as far es the Lion deal, 
as you heard them explein this morning, that they 


may be teaving themselves open to action under sub- 


mpection 6, 


Vee’. 

You heard the evidence es to how they sold to Crystal? 
Yes. 

And would the same remark apply to thet? 

Well yes. All those contracts thet are made on the basis 
of 64¢. 

And they have another cuctomer, thet is Artic with which 
they deal on a different basis. They take the tank wagon 
price. Sut we haye in 6vidence axhibit 616 A, the supp- 
lementary report by the Commission's auditors, from which 
I will read the last paragraph of that memorandum. ™" The 
results in totel for each class of product handled under 
the special contracts, which include_principally the seles 
to The Artic O11 Corpeny during the yeer 1937 es set forth 
on the front of page 21 of our memorandum report dated 
January 10, 1939 and these disclose sn average loss of 


= cent per gallon on gesoline sold under these contracts." 


4 


MR. FRAWLZY: that is Artic and Lion? 

MR. HARVIE: Yes, which includes prin ~ 
Cipally sales to the Artic Oil Gompany during the year 
1937. : Now assuming that loss is carried forward to the 
present time, would thet,-do.you think, make them-pogsibly 
subject to sub-section 6 again? 

Yes I think they ere leaving themselves liable to action 
under that section of ths Dumping clause, 


MR. FRAWLEY: Is there anything else? 
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MR. SMITH: I em anxious to meke 

my position plain on behalf of the Alberta Producers 
Associetion. My Lord we are not seésking any small 
gein. we are interested in the development of the 
Turner Valley field. we are not interested very much 
in the 12% of the See anomie or something of thet sort 
unless we can do something with respect to the whole 
matter. It does not interest ud very much. I want 

to krow that I em plain with Mr. Russell in one thing. 
wet your view, Mr. Russell, that e person can import 
and sell, es we will take one of these companies and 
we Will say the Artic Compseny - there is a transaction 
one with the other - and that Artic Company cen buy 
making a return sale to the Texas Company of something 
below its value, do you follow me? 

yes, 

Something below its value and so get a lower price 
from the Texas Company for what it buys. Do you follow 


me? 


Ts it a situation that in your view the Customs Depart- 
ment is impotent to take care of a situation like that? 
Well I think if they sold at a lower price, you say at 
ower price, but if they increased the price; if they 

sold at 2 lower price lower than their laid down price 
then we could epply - they sere leeving themselves liable 
under sub-section 6, But if they increase their price 
above that price and slso increase their purchase price 

of the material or goods or services thst they ere obtain- 
ing from the customer then I think the act is impotent. 


In other words we will say, teking the situation and bring- 


ing it right down to the present case, we will assume the 
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big is a dump price. we will essume your department 
finds that 7¢ was a proper price? 

A Yes. 

Q We will assume then thet the Texas Company billed 
Mr. Plotkins at 7~, then Mr. Plotkins would only need 
to raise his billing to the Texas Company to offset 
the extra thet he hes paid. In other words still ring 
him back to his 64¢ position, in your judgment are the 
Customs Department of Cansda impotent to take care of 
such a conspiracy es thet? 

A Well =f think we ere. In my own opinion I think we ere. 
I think that comes under the same tréensaction as these 
barters. 

Q I am anxious to know where we are et because this Com- 
mission may make recommendations and I think thet might 
be food for thought in making one, 

MR. COMMISSION2R LIPS&ETT: Put that a little more 
simply. Take it that the 7¢ was the fair price and that 
Mr. Plotkins secret arrangement was to buy at 64¢. The 
papers are made out at 7¢ end Mr. Plotkins pays 7¢ to 
the Texas Comneny but they give him back £¢ afterwarus 
by a different cheque. 

A Who clears the goods et the Cuctoms. In whose name would 
they be cleared? 

Q I suppose it would be the Texas Company in Montana. The 
true transaction is that he buys at 6¢¢. The papers 
ere made out at 7¢, the rrangement being that &¢ will 
be refunded afterwards? 

A In a seperate form.and getting a rebate. They are leaving 
themselves lisble to seizure and a number of penalties. 


Q How is thet situetion altered by a deal with Mr. Plotkins 
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we will say and he says you will charge me and I will 
charge you the #¢ extra on my third sc bietite gesoline. 
Is not in essenc3 the trenaaction exactly the same? 
THE CHAI RAVAN: You do not dispute it is 
the same but you say you are impotent to act? 

A yes. 
MR. MACLUOD: I do not think we should 
be nemed in these hard examples which are not facts. 

j PaComnot tiink 1G Sereit 
that the Commission should suggest that we were con- 
spiring with one another. We do not do that. 

MA. COMMISSIONGR LIPSETT: The statement was and I 

would Like it to be corrected if it is wrong that your 
Company gave this price of 64¢ to Mr. Plotkins 

and thet in return Mr. Plotkins gives them so much 

off the third structure gssoline thet he sells them to 

make that up. 

MR. . FRAWLEY: Yes. 

MR. COMMISSION: R LIPSETT: If I em wrong in that we 

would like to be corrected. 

MR. MACLAOD: If we sell at & certain 

price we are subject to the Dumping Duty. 

TE CHATRIMAN : The evidence is by Mr. Melt- 
abarger and that is the effect vf his evidence that one 

of the resfons he can sell at thet price is for certain 
considerations he got in buying third structure gasoline. 
MR, FRAWLEY: and in the’ case of the Crystal 
the trucking is even more flagrant in my opinion, 

MR. PLOTKINS: The subject of the transaction 
between the Texas Company of Canada and the Lion Oils Limited 
ig in the form of a written ontract. The contract hes 


been produced. The terms of it are very plain. The reasons 
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that the prices were changed were ecomomic end beyond 


the power of sither the Texes Company or our own company. 


What sesms to Mr. Frewley so strange is just the natural 


results of economic lews thet we must follow and the 
Dominion Government or any other departmant necessarily 
do not have to follow, Thet is the mystery. 

MR. FRAWLEY: It is still e& mystery 


tO MG 1 Bm eLreid,. 


THE CHAIRMAN: All right any more questions 


of Mr. Russell? 


MR. PLOTKINS: Yos.. The position ar a pie 


company Mr. Russell, under the present situatidn, since 

September lst when we became at wer with Germany and the 
matter of exchenge - we have had wer before in 1914 to 
1918 Mr. Russell? 

Yes. 

And is it your expsrience that the bigger companies do 
not in fact under present conditions transfer funds to 
pay for these purchases? 

I am not in a position -- 

Or do you know? Is it not to your knowledge? 

To eanswer thet question. 

Beg your pardon? 

1 Qi nom im & position: to. ensver thet, 

if I suggect to you that the ordinary method of inter- 
national companies of clearing balences in time of war 
is to purchase goods in the country thet they have ac- 
cumuleted funds and teke them to market wherever that 

merket cen be found and convert it into currency and 

in thet method re-imburse or transfer the funds. Ts 


thet not whet internetional companies es a rule do? 
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a) So that the lew does not apply equally to e man like me 
thet is Bnder a locel basis with another company such 
as the Ctandard O11 who cperetes internetionally. In 
other words I am called upon to purchese funds and I 
have to go to the itqualization Board and I heve to pay 
11% and my competitors the Standard Oil or the Imperial 
is not called upon to do thet in exactly the came way. 
What does the Law sey? 

A They are in exactly the same condition as you are, The 
Imperisl vil has to buy exchenge. They will have to 
buy exchenge to pey for ecertain of their goods 


end it will cost them 11%. 


Q If they buy exchenge but do they in fact buy exchange for 
all of théir transactions? 
A 1 do not. know, 


WR. SMITH: I know they spent seven 
Miligon goLlers onvit in 1957, in the dast wer, that ics 


@ Matter Or record. seven million dollars in one year. 


MR. PLOTKINS: On exchange? 
MR. SMITH: On exchange alone. 
MR. PLOTKINS: Coming back to our companies 


transactions, when we purchase our products from the Texas 
Company which we as a compeny, © Qenedian Company buy from 
another Cenadian Compeny, are we concerned with any dumping 
duties? 

b Not at ell. 


No. SO thet our treansections sre perfectly legal. 


Fee) 


A As fer as we are concerned, We have nothing to do with 


you st all. We ere coneerned with the price which the 


Texes Compeny sells to you. 
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Jou ere Not Llisscle st all. 


You ére not concerned with our Company? 


MR. MELTABARG:R: Would the price that we ask 
Mit -1Oteine Tor gesoline and actuelly seid to him, afin 
extees Or edual to a competitive price, a local prices, 
constitute dumping if we imported the product at a fair 
market price. Would it constitute dumping. If we im- 
ported the gasoline et 64¢ and because of local compet- 
ition we ere obliged to sell it st 64¢ and we find some- 
One Willing to buy it st thet price although they could 
buy &@ competitive gesoline at 5¢, and that is an actual 
situation, Would the fact that we sold ii at big the 
feir market price cons $itute dumping? 

Well thet brings up sub-section 6 again and.the Minister 
is the man who passes on that. 

Toen if Mr. Plotkins peid for thet gasoline by selling 
us his gasoline, which if he did not buy our gasoline he 
would not sell us at all, because he would have his own 
merket for it, but if he sold’'us his gasoline at a price 
thet we agreed upon in payment for our gasoline; or if 
the Crystal Ges. Company paid for their gasoline which 
we sell them at 64¢ in trensportation, which is actually 
the case for us, our product, would thet constitute iump- 
ing? 

MR. .FRAWL&Y; Mr. Russell had better see 
the invoice which the Crystal. paid, 

THE CHAIRMAN: Mr. Russell has made it 
quite clear his snswer is the same. It is a matter for 
the Winieter 


MR. FRAWLEY: Could I discuss the second 
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-roup of imports with Mr. Russell? 

THs CHtIRVAN: At the moment he thinks 
his Depertmsnt is pretty hslplees. | 

4s far es those tréeneactions are concerned I think so. 
ME. FRAWL OY: Now we have another group 
large group of imports typified perheps by the man 
Trimble who goss to the Big west Company and imports 
gasoline of 70 to 71, 70% octane gasoline at 7¢ and 
third Siuructure gasoline at 5¢. Mr. Trimblée!s imports 
eve being passsd by your Depertment. 

Well tuet is part Of cur investigation et the preeent 
time. 

I meen yesterdey's wers pessed? 

Yes. 

é£nd last weeks were passed. Why? I want to know send to 
give you every opportunity to explain. Vhey have been 
passed and why have tney been pagsed? 

Well they have not > -en questioned bv the collector at 
Coutts and they have not been questioned by the Depart- 
ment, the check branch of the Depa who check every 
invoice thet comes in thers. It has bsen brought to the 
attention of the Lopreisers branch and we are having made 
an investigation in Montana and have under consideration 
at the present time, or up to the present time, the 
gquastion of giving a ruling on those shipments, 

You sey you made an investigation last June? 

Yes, 

You did invesStigste at the Big West Metinery at Kevin? 

IT think I can give you the nemes here of the companies 


thet we investigated. I do not think there is any herm 


in thet. The Hennah-Porter, the Big west, Cutbank, 
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Snoweap. International Refinery, North west, Home @il, 


Treesure State and Deloraine. 

Q You did investigate the Big West at Kevin and you looked 
particularily into Mr. Trimble's exports, the exports 
from thet plant to Mr. Trimble? 

A ¥6s, 

Q Were you satisfied at that time, or is thet still open, 
were you Setisiied thet ?¢ was a fair price for him to 
buy Stendard gesoline and 5¢ third structure gasoline? 

A We have not reached a final decision on thet yet by any 


means,“ lt is still open, 


0 Alleyou ser sey about thet is that it is still open? 
A Yes. 
Q And you see no reeson for taking any punitive action 


Seeifew aim es yet,’ a Tinal decision has not beshn mds? 


A Theat is right. 


Does that dispose also of the other dealers, smaller than 


O 


Nr; teimmole, "bur opner dealers who ere importing for re- 
sale into Alberta? 

A I “ei nk’ "sos 

Q Then the finel class of importer is the individual farmer 
consumer who goes down to Montana and fills up his truck 
and comes back to his farm, Those imports are being passed 
also at Coutts? 

A ire ear an ty 

Q Why are they being passed, beceuse they are right and proper? 

A Wo for the same reason thet trimble's and these other ship- 
ments, the other invoices have been passed at the present 
time. 


Q Isiite rien 10 €sy thet the farmer imports are still under 


consideration and no definite decision has been given? 
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A Yes, 


So summing up all your evidence you say with respect to - 


<O 


well* you..can say with rsspect to all of them, including 
Texas? 
A Including ‘Texas. 


Do you say with regard to Texas that when you return to 


2 


Ottawa you intend to go yourself, or to see that some 
investigation is made st New York to satisfy yourselves 
finally es, to whether or not the Texas importations do 
conform strictly with the CuStoms regulations? 

A Theat hS,right, 
THS CHAT RMAN: You see that you have pointed 
out thet Governmental bodies move slowly? 

A Well Mr. Chairman our Minister has been acting Minister 
of Finance for some time and you can understand thet before 
the Depértment could taxe any definite action it would re- 
quire a thorough going over with him and possibly for him 
VOeDrEsent 164720 Council. "Ye have, had. two or, three -- 

2Q I am not criticising the delay. But what I was going to 
ask YOR as to whether or not you have eny idea as to when 
a decision will be errived at by your Department. It might 
be of some concern and interest to us, is why I asked 
the question. 

A I’ know I mapped out lest Friday morning or Friday nient 
and then on Friday morning 1 had quite a long discussion 
With.our Minister on this matter and 1 will when I go 


back, 


1S. 2b .tO.be panti clpated, any decision, will. be. arrived at 


Fw) 


next month? 


A Well we will have to investigate the Texas and possibly -- 
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IT think we will heve a ruling within the next month or 
six weeks. 

As far as back as last spring we heard complaints before 
thi. Commission of dumping from Montene into Alberta which 
might or might not have any substance in them. Since you 
have had no complaints from competitors how did you @mme 
to know about it; whet you have heard has been going on 
b6Tore tais Commission, 

be @ Mevver Or “Lect our investigation did start rom 4 
COMmMpLrainy OY 6 COMpsStLTor, 

You moan Last summer? 

Yés, in May, early in May. This complaint was made to 


bie Uepe rinent, 


MR. BARVIS: The Late spring? 
Yes. 
Mee tl a: The Alberta Producers 


Associetion also wrote you didn't they? 


Yes but thet is just recently though, about easoline. 


THE CHATPMSN: If nooody had said senything 
there would have been no occasion for investigation for 
another nine years. 

Oh no Sir. We had an investigation in this just two years 
ago now. 

In British Columbia? 

No, in Montene. AT thet time it started as the result of 

4 complaint. But at thet time there wes & Teriff 

Boerd hesring,. after we gou our Bnformation together end 
it wes not very setisfactory, the information we got at 
that time. And we waited until after the Tariff Boerd hear- 
ing et Calgery to see whet evidence wes presented then 
about dumping Montana products and I do not think it was 


mentioned. Well it wes mentioned but no complaint was 
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meds before, the Teriff—fi Board, Pity Ge an 
0 It is not to be thought thet we have come to any con- 


clusion that there is dumping any more than there is 
not, as yet. when we make up our minds we will try 
and make it cleer what we have found. 

A Yess 

Q But I was Merely curious to know since you say an 
investigation hes becn under way since last June, as 
to whether or not there was any lik@lihood of there 
being a decision during the period of time that we 
are SsULLI either hearing evidence or considering what 
our report shall be, 

\ Well I will heve a chance to vur Commissioner upon my 
return to Ottewa, I hope. 
MR. FRAWLEY: And you will let me know 


then, Mr. Russell, what word you get? 


THe CHAL RAN s Is there anything more for 
Mr. Russell, Mr. Smith? 
MR. SMITH: Noo Gis. 


\\ 


(Page 13,944 follows) 
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T. A. Russell. 


THE CHAIRMAN: tir. Russell, the Commission 
wants to express its appreciation of your attendance here. 
I know you are very busy in your other duties and it was 
some hardship to ask you to come, and also for the very 
frank way in which you have explained to us, so far as 
you have been asked, the workings of your Department. 
What we may think of them ig Something other again. Rut 
we appreciate your frankness as a witness. 

I thank you, Sir. 

MR. FRAWLEY: As I propose to ask for an 
adjournment to-night until the middle of October, there 
are some matters [I want to complete. I want to file 4 
memorandum, a "Memorandum on Gasoline Taxation,” prepared 
OM eet a Ga As Elliott, Professor of Political EBeonomy 

at the University of Alborta. I have not shown this to 
my friends. I am Suggesting that it be received ag a text- 
book would be receivod and marked as an Exhibit. If, 
however, any of my friends question it to the extent that 
they would like to eross-examine MTs LULLIGG G othe ne 
Elliott will appear. I had hoped there would be no such 
desire to cross-examine it, and that Mr. Blliottts 


memorandum would be receivod as a text-book might be 


received. 

MR. PLOTKINS: What does it cover? 

MR. FRAWIBY: © The history of gasvline taxation. 
MR. PLOTKINS: You mean the Road Tax? 

MR. FRAWLEY; The fuel Oil Tax 1tais callved, 
MR. MACLECD: It could be left till we moet 
again? 


THE CHAIRMAN: If it is satisfactory, we will 
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file the document as an Exhibit on the understanding that 
if anyone wishes to cross-examine that he will have an 
Oppurtunity of joing so. 
MR. FRAWOCBY: Yes. 
THE CHATRMAN: If that is to be done, you should 
be notified so that we may---- 
MR. FRAWLEY: Allot a space for it when ws resume? 
THE CHAIRMAN: Yes. Wha te iserin. Alliott's 
full name? 
MR. FRAWLEY: G. A. Elliott. 
(MEMORANDUM ON GASOLINE TAXATION, 
PREPARED BY -G. A. BU EIOrr yy is 
NOW MARKED EXHIBIT "632". ) 
MR. FRAWLEY: how, I think we might mark 
these two pamphlets produced by Mr. Russell. They are 
issued by the Dominion Government. They contain very 
readily these sections that Mr. Russell has been discussing 
and I think thc Commission would like to have them, without 
going through .the revised Statutes. They, coud bey pwite in 
without any identification. 
THE CHAIRMAN: Ye could receive them without 


marking them? 


MR. FRAWLEY: ‘Y6s, Of course. 
THE CHAIRMAN: There is nothing in them that we 


would not get in the Statutes? 

MR. FRAWLEY: NO. There is some memorarda 

on thom that is of no particular value. You will probably 
read them and give such effect to them as you like, 

THE CHAIRMAN: If you have any doubt be rhage you 
had better mark them. 


MR. FRAWLEY: All right, mark them. The first 
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one is @ memorandum, Department of National Revenue, Canada, 
Sedtion 6 of the Customs Tariff and General Regulations 
thereunder. 


(DOCUMENT IN QUESTION IS NOW 
MARKED EXHIBIT "633 a”. ) 


MR. FRAWLEY: The next one iss" inrormation 
for Exporters Concerning Shipments to Canada." 


(DOCUMENT IN QUESTION IS NOW 
MARKED EXHIbIT "633 B".) 


MR. COMIISSIONER LIPSET?: Have you got any extra copies? 
MR. FRAWLEY: Les, vivean getecopiceser, that 
from wuceyhineiesrrinter. 

THE CHAIRMAN: Yes, it might be very handy to 
haveioift wey could) get those. 

MR. FRAWLEY: Now, on the 13th of September 
iiwrote ‘to Mr. Bar ¥.wKolb,o “Secretary of the Alberta 
Petroleum Association in connection with any other evidence 
which other menvens of his Association might like to give 
on the question of production. Shall I read the letters 
Or shalielviiie themprmyy letter and hisereply? 

THE CHAIRMAN: It might be as well. 

MR. FRAWLEY: iy letter reads: 


"Dear Mr. Kolb: 
4 Re: Royal Commission on Gasoline. 


, The sittings of the Commission resume on the 
"18th instant to complete the reception of cvidence on 
"sertain matters which were left unfinished when the 
"Commission adjourned on the 4th ultimo. There will 
"then be an adjournment until about the middle of 
"Oetober when the final sittings of the Commission 


"will commence. 


T+4 
4a 


Mrs 


MR. 


LIB oay 


ui One of the matters which I expect to 
"Gonclude at the sittings commencing on the 18th 
"instant is the matter of the cost of production in 
"Turner Valley and. without suggesting that any further 
"evidence is required to be given on this subject I 
"should like to advise you that if any of your members 
"desire to make any further statement on the question 


“of the cost of production they should be prepared 


"fo do so at the sittings commencing on the 18th instant 


> 


"and which as i say I do not expect to continue beyend 
Hone end sor, this months Might 1[,also say that, if any 
"of your members propose to offer any further evidence 
"that I be advised at the earliest possible momen*." 
Kolb's reply is dated the 22nd of September. 

Dear Mr, Frawley: 

My This will acknowledge your: letter or 
lreeeont UsSte Te veyidence: at the, tnqnigy. 

Ms From a, personal, canvas.of most of the 
"members, we believe that no operators are interested 
Pen igiving further evidence with regard so cost (or 
PocOdueilne Aik erre). of old. 

4 Foues, Very Vary 

: ALBERTA PETROLEUM ASSOCIATION 


4 he hoo 
" peorevery Treasurer." 


(DOCUMENTS IN QUESTION ARE NOW 
MARKED EXHIBIT "634", ) 


FRAWLEY : Then on the 13th of September 


I wrote to Mr. EH. S. McRory, Manager of the United Grain 


Growers Limited, as follows: 


"Dear Mr. McRory: 
ul 


Re: Royal Commission on Gasoline. 


" & considcrable amount of evidence has been 
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"introduced before the Commission on the matter of the 
"practice of the major companies in furnishings 

"free barrels in the delivery of petroleum produets tc 
"farmers. Another matter rather closely allied is the 
"question of what is alleged to be the practice of 
"free deliveries to farmer consumers. The United 
"Farmers of alberta gave evidence before the Commissicn 
"and submitted that even granted that these practices 
"add to the oil companies' marketing cnsts, they should 
"continue, having in mind the desirability of keeping 


"the farmer's production costs as low as possible. 


‘ It has been suggested to me by the Commissioners 


"that before the Commission concludes the hearing of 
"evidence the attention of your organization should be 
"called to this matter so that, either as an organiza- 
"tion or on behalf of the thousands of individual 
"producers which the United Grain Growers represents, 
"you may have the opportunity of making a statement 
"supporting or otherwise the submission made by the 
"United Farmers of Alberta. I think that the 
"Commissioners merely feel that they should have the 
MOL AG of view of the farmer presented as fully as 
"nossible. 

q The sittings of the Commission will resume 
"on Monday next, the 18th instant, at the Court House, 
"Calgary, and will continue to siti for not more than 
"two weeks to complete the evidence with respect to 
"certain matters which were left unfinished when the 
"Commission adjourned on the 4th ultimo. The two 


"questions to which I heve referred are among the 
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Ninatters which must be need with at the sittings 
"commencing on the 18th instant, 
i Would you be good ehough to advise me as 
"early as possible whethor your organization intends 
"to make any statement to the Commission with respect 
"to either of the matters in question. If you think 
"it would assist, the writer would be glad to discuss 
"the matter with you on the phone. My number is 


"Mi 84249, 
iy YOUrSs Ura, 


" J. J. FRAWLEY; 
" Commission Counsel,” 


i spoke to. i'r. MeRory on the phone, . simply elaborating 
on the mtter slightly. Mr. MeRory wrote me on the 28th 
Of September, as follows: 
"Near Mr. Frawleyse- 
i Acknowledging your letter of the 13th 
"instant and following the conversation which we had 
"with you on the 14th, we now beg to advise that, 
| REBELS looking into the points involved, Unitcd Grain 
"Growers Limited will not be making any representations 
"to the Commission. 
My Thanking you for the courtesy extended, beg 
"to remain, 
4 Yours very truly, 


a 'E. S. MeRory'* 
" Manager." 


(DOCUMENTS IN QUESTION ARE 
WOW MsRKED EXHIBIT "635". ) 


MR. FRAWLEY: t wrote a letter, almost 
identical with that, well really identical except for the 


necessary variations, to Mr. Lew Hutchinson, Chairman of 
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the Alberta Wheat Pool. ly Jetter to him was on the 
13th of September. His reply is dated the 22nd of 
September, and is. as follows: 
0 "Dear Mr. Frawley:- 
Replying to yours. of September 13th re 
Your making. representation to the Royal Commission 
“on Gasoline, would say that while we are deeply 
"interested in anything.involving the wolfare of the 
"farmer we are not sufficiently conversant with all 
"the facts to determine just where his best interests 
"Lie in the questions you mention», 
mr. Yours. respectfully, 
% 'ZBew Hutchinson!: 
b mt. CHAIRMAN: 


(DOCUMENTS IN QUESTION ARE 
NOW MARKED EXHIBIT "636". ) 


MR. FRAWLEY: Now, that does not exactly 

and completely conclude, everything that could be called 

a tag end, but I think I can assure, the Commission that 
tareaiiy think I cin go so far as to say I will wakes 

not more than perhaps half a day when we resume... 

THE CHAIRMAN: | There is something else you 
were going to file. 

MR. FRAWLEY: Yes, some text-books. I want 
to file as part of the record three volumes.of "Petroleum 
Development and Technology", LOOL ; 19 S25," and 2939 6.4 


(THE 1931. VOLUME WAS THEN MARKED ; 
PRAT STO ee ee | 


(THE 1938 VOLUME WAS THEN MaRK=D 
EXHIBIT "638". ) 


(THE 1939 VOLUME YAS THEN MARKED 
EXHIBIT "639", )) 
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THE CHAIRMAN: You are now proposing to 

seek an adjournment until the 16th of SYctober, is it? 

MR. FRA" LEY: Yes, and I was just wondering, 
I suppose you are not particularly converned with my mentioning 
a few small matters that are remaining but as I say, I think 
they will take only a matter of a very short time and now 
therefore I propose to ask for an adjournment until Dr. Frey 
and Mr. Cottle can return from washington and I am hoping and 
planning on that being the 16th of Octobor and therefore, I 
would ask the Cotmission to rise until that time and if it 
should be that it is just impossible for Dr. #rey and 

Mr, Cottle to be here on the 16th I will notify my friends 

so that they will not be unduly preparede That is important 
because Mr. Harvie and Mr. Nolan are brihging witnesses from 
the Hast to be here at that time and I can assure the 
Commissioners that I will see to it that no advantage is taken 
of them. 

MR. HARVIE: We can be assured you will be 
able to go on then? 

MR. FRAWLEY: I really have not, I cannot do 
any real promising about it. I know Mr. Cottle was a little 
delayed in getting away from Calgary, beyond what he origin- 
ally planmnod and I know he only arrived in washington, 
according to a telegram I got from him, en Monday morning. 
Now you can figure it for yourselves preeisely what number of 
days he will have left, if he has to leave Washington so as 
to errive hero for the 16th. The evidence of Mr. Cottle 
end Dr. Frey is so vital, so vital to the work of tho 
Commission that it would be, I think, idle to order them to 
be here on the 16th. They may, and certainly Mr. Cottle 
has gone down with every information. Mr. Harvie suggests 


taking another week. But I would like to just ask for the 
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adjournment until the 16th and’ I know that Dr. Frey and 

Mr. Cottle are going to work just as hard as possible to be 
ready and to be here on the 16th. I would much rather say 
the 16th but [ will not take you by surprise if I find 

over the week-end that they are not going to be here, I will 
let you know at once. 

MR. HARVIB: t think that is possibly so, 
but after all, so far as our company is concernéd, we oxpect 
to have several of their senior officors here and plans have 
to be made ahead of time and the wasting of a woek means a 
groat deal to them, I realize it does to tha Commission too, 
but so long as we know in time it will bo agrecablo but I 
would be disappointed to heave the 16th of October set now and 
then find that we will have to have anothocr adjournment. [In 
view of Mr. Cottle's delay in loaving, asking for the 16th 
may be more than we should expect to have. 

THS CHAIRMAN: How do you feel about that, 

Mr. Frawley? I can quite see the point if Mr. Le Sueur 

and Mr. Gaby arco coming hore, they have to plan quite a 
bit ahead. 

MR. FRAWLEY: I cannot wait until tho 1éth 

and then tell my friends, no, I guite agree with that but 

it might | vary well be that we oan get on on the loth. 

THE CHAIRMAN: Ril LT think we san do", 

Mr. Harvie, is to do the best wo cane This Commission does 
not want to be one day later in sitting to hoar evidence than 
must be and if it can bo gone on with on the 16th we want to 
ZO One 

MR. FRAWLEY: I will have to let Mr. Harvio 
and Mr. Nolan know without dolaey but our tentative plans now 


are end our intentions are to be here for the 16th and I wilh 


“ 
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have to confirm that with Mr. Harvie I would think not later 
than next Monday, I would have to confirm that with my 

learned friends, to be fair to Mr. Harvie end Mr. Nolane 

Phat is only = short time but I am counting on that and if 

I find next Monday that it cannot be. t will let you know end 
then we can meet on the 16th to sdjourne 

THE CHAIRMAN: I think everybody is very 
anxious to got done with the taking of evidence and the sooner 
we get at it the sooner we will be done and I think it is woll 
t> leave it that Way, and Mr. Frewlcy Will let you know the 
very minute he finds out. 

MR. HARVIB: There is just one point before 
we do adjourn. We filed yesterday Exhibits, those invoices 
from Montana from farmers and so one 

THE CHAIRMAN: YeSe 

MR. HARVIB: We are very anxious to have 
photostatic copies made of those and I wonder, with the 
Commission's permission, if wo might take them away for ono 


day for that purpose? 


THE CHAIRMAN: . Any objection, Mr. Frawley? 
MR. FRAWLEY: No, Mr. Chairman. 
THE CHAIRMAN: Have you anything to add before 


we risc, “Ire Nolan. 

MR. NOLAN: I was going to ask you, Mr. 
Chairman, if I might have an opportunity of discussing with 
you any points which you have in mind which would be 
adiressod to iir. Lo Sueur. I understand from the observations 
which have been made that you ees yet that he should come 
and he asked me if I could get for hima general idea of the 


sort of thing that ho would be expected to talk about so that 


-i 


~ 
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he would be more or less prepared on the points that would be 
brought to his attention. I did mention it to Mr. Frawley 

and he gave me Some ideas of what he had in mind and I 

wondered if it would be too much to ask the Commission, not 
now, but some other time if they would give me some indication 
so that I might convey it to him. 

THE CHAIRMAN: Well as you know, one nover knows 


what will come up in the course of the examination. 


MRi NOLAN: I understand that. 
THE CHAIRMAN: My view about Mr. Le Sueur 


coming here was that he could, he has the ovor all picturee 
We have been having people in the main from your ecmpany who 
represent departments of it but he is the man who should 
know) about the company in all of its ramifications and 

in the relation of each department to the other. Now I 

am Speaking in generalities nowe 

MR. NOLAN: QUITE SOr 

THE CHAIRMAN: That is one thing as we have 
intimated to you before, we foel that the evidence of 

Mr. McGrath as giwen with regard to the field price, while no 
doubt all that Mi. McGrath ean give US and all wo ean sxpcet 
from him, is quite insufficient for us and we want to know 
how it is arrived at. We want. to know about, Mr. Le Sueur 
will be asked something of the affect of integration and 

it is difficult to say what all he may be asked. 

MR. NOLAN: I understand. 

THE CHAIRMAN: But that is what we wante From 
time to time during the evidence you will remember things 
have come up that I cannot just put my finger on at the 
moment, where the officer of the Dopartment very properly 


says, "I do not know how this is worked out, I just know about 
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my job". “ell now I think that your enmpany, having gone 
to the pains it has, should have an officer here who can 
spoak of the whole operation end of any department in its 
reletion to all other departments. Take for bxample thore 
will be no doubt a discussion of the sconomie line by 

Dr. Froy. some one like Mr. Le Sueur is the one to speak 
for your company and not tho head of a Department. Thare 
will be the question of the alleged Montana dumping, how 

it effects the compahy. I daresay if one had time there 
would be very many things you would think of that would 

be of interest to hear Mr. Le Sueur's views one We have 
heard a very great deal, Mr. Nolam, for example, and I am 
gust mentioning things as they come to my mind, about the 
eontrol exercised by the Standard Oil. If exercised, and 
we express no view at all that it is an impropor control, 
but still your company has been the subject of a certain 
amount of verbal castigation as to that. Perhaps 

Mr.e Le Sueur would care to speak about that asec of the 
evidence, 

WR. FRAWLEY: The question of the importation 


of the Illinois crude and the company's policy» 


THE CHAIRMAN: All questions of policy. 
MR. FRAWLEY: All questions of policy? 
THE CHAIRMAN: Yes, all statements of policy 


should comé through Mr. Le Sueur. 

MR. FRAWLEY: How far it is the policy of 
the company to permit and to desiré te Valley cruds to 
go as far fast as it can in its competition with Illinois 
erude and matters of that kind. 


THE CHAIRMAN: And whether from the producers 


standpoint it may not go too far as well as too short a 


‘ 
S 
oe a 
i 


we 

iy 

. 

aes x 

<a LY 
os 


ee 
a3 

‘ 
4 a 
s ° 


‘ . ie 
me 
ue G 
a 
» a ae 
ae ‘ - 
cee in se 
ee la ‘e 
Fan 
cara 
. vy Cc: 
= = ee 
=, ch rs 
‘ 2 ofa. 
+S as se 
i Om 
.- ob 


ar 
Ste. 
a, 
ie 
ates 
ay 
=, 
C 


- 15,956 - 


distance, 

MR. FRAWLEY: -And Mr. Le oueur, being both 

a refiner, being both a producer in Alberta and a refiner 

in Alberta and a producer in Illinois and a refiner in 

Ontario should be able to spcesk as to that. 

THE CHAIRMAN: And then again, Mr. Nolan, 

as Il have tricd to impress on Mr. Halverson and again on 

the British Ameriesn Company through Mr. Harvie and through 

the witnesses which they have had in the witness box, wo 

are anxious if we can to fo4l that we may make recommemations 
which ars constructive. hat criticism the companies may 
offer to legislation or regulations now in forcc may be 

adverse but it may nonetheless be constructive if it leads 

to others being made which will serve the industries botter 
whether it be by Statutory enactment or regulation, or it 

might be something which may not have been covered at all, 

but something that the Legislature can cover by enactment 

that would be of advantage tc the industry. We put that 

to all who came before us who would be likely to help us, 

if they took the pains to do so and we in our turn will be 

very happy to examine anything submitted. That is very 
general. 

MER. NOLAN: Thank you very much, Mr. Chairman, 
that is oxactly what I would have from you becauso I just wanted 
to get some idea of the ferticular matters which will be 
brought upe Not that I think for 4a moment that this is all 
that will be discussed but when you have a gentleman who is a 
busy man, it is sometimes of advantago both to him and to the 
Tribunal, that he should direct his mind to those things befora 
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THE CHAIRMAN: Quite so and that equally 


applies to Mr. Gaby or any man you may have here, Mr. Harvio. 
MR. HARVIE: Yese 

THS CHAIRMAN: Then we will adjourn until 
the loth. 


( The Inguiry was here adjowrned to be resumed at 10:50 AM. 


October 16th, 1939. ) 
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Book of Charts issued by the United 

States Department of Commerce entitled 

"Cherts of World Production, Imports 

and Exports of Major Minerals of 

Industry, 1929, by Minsrals Division, 

Bureau of Foreign and Domestic Commerce.13,958 
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Graph or Chart entitlcd "Crude Petroleum 

1932 - World Production, Consumption 
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At this time the Heering was duly adjourned to be 


resumed at 10.80 A.M. on wednesday, 18th October, 1939. 


10,40 A.M. .Session 
Leth October Load. 


Vay FPRAWLoT? L Wilh Gail Or.) Pera ve 


JOHN w. FRY, (recelled); 


MR. FRAWL3Y: Dr, Frey, I would Vike you 
to discuss this morning with the Commission whst we have 
pul Into Our iprogram as the Tleld price of ‘eruce O11 % 

Cne of the questions which the Commission must enswer 
is what is the fair and equiteble price which should 
be per fOr erude petroleum in Turter Velley. “Wnd if you 
WilDoGirecs yourself to thet phase of our LnqUr ey and 
Make such statements es you think are pertinent. You 
Weve -esced me fo Tile first and | will file them now, 
some charts entitled,"’Crude Petroleum, “ for the various 
Verran well, firet 1 would like to file, Mr, Cnapmmen, 
@ pamphlet entitled, "Cuarts of World Production, Imports 
and Exports of Major Minerels of Industry 1929," by the 
Minerals division,Bureeu of Foreign and Domestic Commerce, 
United Stetes Government. 
(PAMPHLS? IN QUaSTION IS 
NOW MARKED EXHIBIT "640"). 
NOW 
MR. FRAWLEY: TASn SOme CWertsy in canny 
Gari i2obler order Dr. Frey? 

A NG Derviculer order. 

MR. FRAWLiayY: Ll Wil Tile a chert  calied 
"crude Petroleum 1932, World Production, Consumption and 
Principéi Trede Relations." 


(CHART IN SUHSTION IS NOW 
VARKSD EXHIBIT "641"). 
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That is prepered by the Bureau of Mines. 
The United States Bureeu of Mines? And then the next 
one, “Refined Petroleum Products 1932, World Production 
and Consumption and Principal Trade Relations.* 
Also the Bureau of Mines. 

(CHART IN QUESTION IS NOW 


M/RKED SXHIBIT "642"), 


And finally “Cnude Petroleum 1934 World Production, 
Consumption and Principal Trade Relations." 


(CHART IN QUZSTION IS NOw 
MARKED EXHIBIT "643") 


Those are the only documents you want to file at the 
moment ? 

Those are the only ones at the moment. 

Very well then Dr. Frey will you just begin. 

A thesis that I want to develop is that the price of 
erude oil in Turner Valley is not an isolated fact but 
ie 7 enced Bo woe price of orude o1l.in verious 6ther 
parts of the world, and thet world crude oil prices 
tend toward equilibrium. We have what is sometimes 
spoken of as dynamic equilibrium. In order to carry 
this thesis along it is necessery for me to consider 
either Turner Velley first, working out towards the 
world, or the world first working back towards the 
pert toew Turner Velley pleys in it. I have chosen 
the method of starting with the larger element and work- 
ing back towards the smaller. 

ae fire; tiling thet I want to refer to is the world 
BrocueyiOn Of crude oll, and 1, cite the euthority of 


the United States, Bureau of Mines, although the public- 
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ation from which I tseke this figure is, "Petroleum 
Fees and Figures, Sixth wdition 1939," @ publication 
of the American Petroleum Institute. If you would like 
to have me when I have finished with this I will leave 
it) Wai tie you Tom iretord:, 
I thought whet we would do perheps is whet we have been 
doing in the past is to now file this booklet, get our 
own copy? anc) Then? let Dr. Frey take his: backwolt? you 
see any need perticulerily to mark Dr, Frey's copy 
he can file it and perhaps for handy reference it would 
be hetter to have an axhibit number? 
THE CHSTRMAN: Yea. 

(PSTROLEUM FACTS AND FIGUR3S 


SIXTH DITION 1969 IS NOw 
MéRKED EXHIBIT "644" ) 


TH CHAIRMEN: Juct whet is sxhibit 644? 
MR. FRAWLEY: A booklet called, “Petroleum 


Facts end Wigures; Sixth Hdition 1939." 

TH# CHAIRMAN: And you are referring to 
page what? 

MR, FRAWLEY: We are now referring to 

pege -- 

Fifty. The estimated production of the world in 1938 was 
1)278,340;000 barrels. Of this 1,272,772,000 was produced 
in North America. The United States produced of that 
1,213,254,000. South America produced 444,948,000, in 

tbe Aeanasees of Argentina, Bolivia, Colombia, Hcuador, 
Peru and VenezZuela,the largest producer was Venezuela 
with 187,369,000. Hurvupe produced 260,416,000 the largest 
producer being the U.S.S.R. with 202,290,000. Allof 


the others were very much smaller. The production of Asia 
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was 196,606,000 barrels. Iran wes the lergest producer 
77,250,000 followed rather closely by Netherlands, India, 
57,481,000, There were other producers. Africa produced 
4,588,900 most of it in Egypt and there was about 9,000 
barrels produced in other couitries making up the total. 
Thiss@i Net vos poly the world. The first thing I want 
to draw your attention to is how thet world demand has 
veen supplied by these various countries. If you will 
turn to pege 5 of the Chart on World Production you will 
find, “World Petrsleum Production Imports and Exports for 
LeasOuerTais sve iret attempt thet I know of to present 
bhese*ractis dilegremeticaily and I happen ts be the person 
who did the work. 

THR CHAT RMN t Tivet 1S Exhibit 640 you are 
referring tc? 

MR. @RSw LEY: uxhibit 640 yes. 

THe most conspicious thing, looking at this chart, in a 
DICeG, Way. io tie Gulte & large number of countries con- 
tri bubed to. Ge Muropecn shortage, turope being e defic- 
Leucyrarem air petroleum. You will see there ouy from tne ~~ 
right epout mid-Atlentic exports to Hurope. It was not 
convenient to drew each one from its origin to the point 
where it was ultimately destined because the confusional 
lines would have been impossible. So I drew a chart first 
showing the movement of oil to furope and then broke it 
down into Burope. —I do not know thet it needs much explaen- 
ation, except thet you can see movine into that Juropeén 
stream the oil from the West Indies area, which ultimately 
meens Venezuela or Trinidad or Mexico or Colombie = you 
cen ses some from the United States. You will ses some 
from @equador end Peru, From the #est you will find some 


from Ruesia, from Iran, from Iraq, moving into thet European 


| erin aoe es 

ya ahiel ani eee ioe sean 
an mt svat igi wy te ane ou fait eomin 
| bs r », : - ty ' by or +e aie aa ad Si 


"ea en Wea, bf tamy dual wos at, a besiees 


Sa 


Tec biG sa siishaad ‘On aie mey onset wa 
he ao be cece’ Mixon de faa ant ee aia 
" 4 ate bee 4 aa, OF eal 20a: monde ne” oar 


(odin Gate al tent” vgteran 4 fit Wad: “dean means 
ie ie : oF ite ie an & ath eee ace 
oak 84 2 Bagaw ae U irattenninie tac ataat etedy pF 


aa piet it , ‘een ath ow + 
ot Oh iain ob Sa ; hk nay, Bn 

a a mic ; SS ay gaeeiwto ; 
tg, Sa Figaeks OPse “" yetoune aie’ ;; 


ea ee a ee P 
Ot: Ye ste Shae 4 elite - , Taatal cuba > bound sar att 
“ay hy panda a einen rates otkup tease “ut Sea baad a 
, Poe REPS a a) ‘ 23 Oh : ie ‘ Wine sh 7 


tal 9 aepbedl sprees ent ite inven ical? at, tend Ba 


es ae f, 4 ieee PS ka es ‘ 
a ee SS oi eee tae err RN Ms Panis 
* wot tt TRA es Paid wer 43 ea uc iy ano apni ae aaa 
Ne Be = i“ oe mt ‘insta wo rihdesd A i fie > a4 . 
7 ; RA. cage oh ares at ae 7 we 
ee a wail v dove end “ne 
ass : he m i mbes) ve ; 7 Babe tones Aa cp a 
L ene, AoA ar | ins 4 a ! avg Sash toe 
| ae Bull obec, oe ene cme 1 3 re 
E if aust ‘sted, % wedt a beet a — gel Ved DA gow gene. 
oe Lae ges 7 ; Ie Bee et. a 


- ; : . se 
9 . . 
- 4i ) 

: : ad f ; i. 7, 2 

Cee a Sil ce kal 

7 au ie. io 

a’ 
; ‘ 


ck 
~ ay 7 x 


& 


S15" 062- 


es We Frey 


stream. The black loceted immediately west of Spain 
shows the quentity of oil thet moved into the various 
Huropean countries. If you were to compare thet with 
the next chart, Which is the one for 1932 you would 


find a considerable number of chenges end I only bring 


eh 


GHiLs 193e chert end the 1934 chart along so that there 
is not any question ebout the stetement thet these 
SOurges @f supply shift from time to time. I do not know 
that you want any exposition of the detail of those 
eHerts. i simply want to make the point that the sit- 
ustion in. 1929 was not that of 1932; nor was thet of 


132,06 Situstion in 1954; but there is a constant 


Gendency in the world market to get those products at 


10) 


susie WOW 2 price es possible, regardless of where 

Ghey are produced. Uniess you have some questions on 
theted 6m going to pecs with the generalization , 

THe, CHALRMLN: You are speaking exclusive- 
Wedochijo perroleum’ et the moment? 

Thet is either true of crude petroleum or of products. 

I am speaking more particulerily of crude petroleum. 

And these perticuler charts now are set up to show the 
position with respect to crude petroleum, are they? 

To crude petroleum end we have some reflection between 
1Oey end 1964 in products, No 193a, pardon me. I do 

not have the 1934 products chert but I do have the-1932 
products chart ed the 1932 products chert compared with 
that part which you see in the 1929 products chart would 
indicate the came thing with regard to products as you 
notice with respect to crude. They do shift and they 
Shift with chenges in. the source of Supply and the price 


at which these products or crude are availeble. 
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At that point I might introduce another element. Thet 
is at verious times the world has been in a position 
to draw from verious sources of supply and those sources 
have shifted rather violently during a period of years, 

In the world wer for example the United States contribut- 
ed.very substantially to the quantity of oil available 

fOr the Alides, We could not have done it if it hed not 
been for Mexico. Mexico contributed just thet necessary 
element to carry the Allies over the peak. But that was 
1917-18. Just before the world war Venezuela was found 

tO be &n important source of oil. But there was no sub- 
Stontiél production in Venezuela during the wer period. 
World conditions were too disturbed. It was almost im- 
possible to go in there and develop it as the cost was 

Very ien. 7ilt Toon meny millions of dollars to develop 

it SUrTiCiently to supply the refineries and go into 

world trade. But in 1922 when the Le Rosa well came in 
with one hundred thousend barrels e day the Lid wes off 

and Venezuela beceme a very important factor in supplying 
its part in the world volume picture. It grew rapidly. 

Tt grew to such en extent thet by 1931 when production 

in the United States became unusually heavy there was 

a concerted action on the ssn of the independent producées 
in the mid-continent to keep thet oil out of the United 
Stetes. They went to Congress and succesded in getting 

s lew and in JUne 1932 an Uxcise Tax on imports of one half 
cent a barrel on crude oil and fuel oil was imposed and a 
somewhat higher tax on gasoline and some other products. 
MR. FRAWLIY A eellon on 6. carrer. You 
said helf a cent a barrel? 


Helf e cent s gallon, pardon me. It was 2l¢ a barrel, on 
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fuel oil and on crude. The point I want to meke in that 
stetement is that the complaint ceme from the Mid-contin- 
ont. It was the Mid-continent that claimed it was being 
hurt by the competition with Venezuela crude. Since then 
other areas have develoved to be importent. Iran hes 
become more important since 1922. We did not have any 
Irag in 1922. Thet has come in since. We had no 3eyran 
in 1922 and the development of Neth>ariland Hast Indies in 
lO2e was not as great as it has been since. Those are 
Verious slements of worid supply thet have come into 

this competitive picture to meet the deficiencies where- 
ever they mey occur and even in areas in which there is 
PLOGuetiion Crude nee, forced 1ts way in in cempetit£tion, 
Lose le whey wtasre.was 8 wuropean deficiency. .1 would 
like to.indicate roughly how much of a deficiency. First 
let us get some idea of what we are talking about in 
terms of volume. .I refer to paxe 11 of "Petroleum 

Pecis and wiguree," and indicate the motor Duel consump- 
tion of only a few Hurcpean countries. The United Kine- 
dom consumption of motor fuel in 1938 is estimated at 
47,500,000 barrels. France estimated consumption 

20 oUGyOUd bervels,  Téeke a. small: country Like the Nether- 
lands, 3,600,000 barrels; or a country that seems to have 
relstively few highways, Norwey, 1,500,000 barrels. You 
would find if you exemine the automobile figures thet 
they reflect something of the motor fuel demand, because 
about 90% of the motor fuel demand is caused by eautomob- 
ile use.. VYhe automobile figures might be of interest in that 
connection. On page 18 of the seme publication you find 
the sems countries; United Kingdom totel number of motor 
vehicles, 2,590,000; France ebout the same 2,250,000; 
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to pick it out, it is just a random choice was Norway, 
69,050,. 50 thet there is really a very real demand over 
there in surope ff Now this is about where things stend 

as far as oy oe to get along on what they produce. 
Holland and Belgium are almost wholly dependent on imports, 
The Scendinavien countries are wholly dependent on imports. 
Frence and Great Britein sre 98% dependent. Germeny and 
AUStTia produced this year probebly 2,500,000 metric: tons 
cr about 50% of their normal consumptive requirements. 

The Poland thet wes had e small exportable surplus. It 

has lesen Gi whe decline trom cV0,000 metric tons im ivcg 

to 57,000 metric tons’ in 1vYSb8 and the indications are 

tie; thes wes deelininge through, 1959. The U.S.5ek. hee 

hed a difficult time mainteining its production but it 

did produce about 31,000,900 tons. Strangely, although 

it is one of the few Huropeen countries that has an ex- 
porteble surplus they ityorted 150,V00 metric tons from 


the United States for their far eastern area. 


(Continued on page 13,966) 


CERRO Robi wae: = ae 


nt un Oe 


adel Kt ty eres ot: on’ Soel ror 
a a oe et bie. * acer a 
prieee! as aes hdons Tata, teeta aaa Ne 


‘ alee Te en work SS pd Aa ae 2 ok deen te yi 
Nis ewe ete ae 


‘ * 


— 


Sot eA bast eine eg Spica ae a “in eg ae “4 
et ah Sree . its Fein Pes net a ees ee ae paneer ae! 
aerate third. ei ees gh i ait Abed LS at 


Bou 5, 


oe = _ a ee 4 b ab m ite Fs ; ; H 
Ys A be “4 + ee oF ce ae Rib Y : - ? z : Peete ed fev ~ rigeteno aa w tei Tat | a 
ne Emm Yo ea Sa ; a ; 
“go aide oudleldenly gene? Ah Neale are eae Che a feast ™ 
hy eae hy ual ait) "ok Gah eee ms ne Wel _= 2h i a ian 


. ‘ 
id oy aa Se v7] iy best : . 7 
ae I Rae LS, 4 8 ene AN 
oe Nome Pete te at we n i, . 
: ' 


pb ge * ydenne ete We Tote Boe, 


ea tenet 4% an we 


Re eS a sy 


o « - 5 ry Mel Ve 
1) 7 - San Pd ", ae 
( RR 6 Se Si er Geis Tire ate utc 
Be ere ad e al ae FAC Wee pig oes ( We Mad : ght 
76 Pee 2) ed Hs 
’ ' Se 4 


S 
4 
ae 
i 
- 
= 
oe 
a 
wea 
—_ 


la este 12 he a) Ga Clana sui 38 


7 ; . , Sl ia t Zz > & r a” yt ar 


=! - 7 4 ; ar ey 
ed Wiese ove o 

ae i 

Be at ies 

a As airy 


iy ° aH a! a fy i A rey its 


te pdt 


Dred -WeFrey 
ol —- 13,966 - 
L 

Their exports have been 
on the decline from o-3/l0ths million tons in 1932 to 
about a million tons in 1948. 

fhe production in 
Romania is critical. It has been on the decrease. There 
is no indication at the moment of any marked increase. 
Their production in 1937 was 7,786,000 tons and their 
exports last year dropped off about 25%. 

Italy is 95% dependent, 
that is Italy and Albania, about 95% dependent. They 
import 890,000 tons of erude and 1,684,000 tons of 
products, 70% of which went through Gibraltar. 

Now the next thing is to 
find dut who controls this crude that these people are 
buying. Let us first take it from the standpoint of 
nationality. In this I read from the Nationality of 
Commercial Control of World Minerais by Dr. William P. 
kawles, an Inquiry which was conducted by the American 
Institute of xining and ijetallurgical Engineers. 

Q MRe PRAWLEY: ve are very grasping 


people, Doctor, do you think we can have that too? 


A I hate to give it to you. 
Q Anything you want back we will return? 
A | All right, I will leave this with you. 
Me FRAWLiY: We will mark it then. 
(DOCUMENT PRODUCED HERE 
MARCED AS EXHIBIT "645") 
WITNSSS: I would not be so con- 


cerned about that, ilr. Frawley, only it is the only 


copy that I have and I do not know how I could get 
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another one. 


Mine FRAWLEY: we will return it to you. 


THE CHATRWAN: What is it? 
wRe FRAWLEY: it) 42. eel eduthe 


Nationality of Commerical Control of World iinerals, 
by Rawles. 

Q MRe FRAWLEY: Yes, Doctor? 

A I am reading on page 427. The Nationality of Commercial 
Control of the production and refining of World Pet- 
roleum. The world's oil industry is concentrated primarily 
in the United States, secondly in kussia and in Northern 
pouth America. It is controlled very largely by 
American interests and the only Other group of any im- 
portance are the British, Dutch and Kussian. American 
eapital controlled 707 of the world's petroleum 
production in 1930 and 71% of the refindme capacity of 
the world in 1931. This control included six-sevenths 
OF the production and more than nine-venths of the 
refinery capacity in the United States. British 
interests controlled 5% of the world's petroleum pro-~ 
duction and a like proportion of the refineing capacity; 
about 1/5th of this oil was produced within the impire 
and more than 1/2 of the refinery capacity was there 
located. The Dutch interests were represented solely 
by the Royal Dutch Shell Group in which there is a 40% 
participation by British eapital and a small French 
share. Thia Group controlled 12% of the petroleum pro- 
duction of the world in 1930 and 125% of the refinery 
capacity in 1931. about 1/5th of the crude oil wis ob- 


tained in Dutch Possessions and a small amount in British 
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territory. The refineries situated in Dutch Colonies 
supplied 2/5ths of the capacity under Dutch control 
and those in British Territory a very small amount. 
The Russian Government con- 
trolled the productimof 93% of the world's petroleum 
in 1950 and 7% of the refinery capacity in 1931, rep- 
resenting the entire operations of the Soviet Oil 
Trust. Out of 63% of the world's petroleum that was 
produced in the United States during 1930 60% was con- 
trelled by American capital; nearly all of the remain- 
ing 3% was produced by subsidiaries of the Dutch Group, 
although a small amount was obtained by British com- 
panies; the Dutch ownership covered leas than 1/20th of 
the production in the United States but in volume it 
was greater than the entire production of either the Dutch East 
Indies or Mexico, the sixth and seventh ranking countries in 
that same yeare Venezuela yielded 10% of the 
world's output in’1930 and-all cf it was produced by 
foreign companies; more than 1/2 was under American con- 
trol aid. practically all of the remainder under Dutch, as 
the British share was extremely nodcest. 
Russia produced 93% of the 
world's petroleum under Government management. in the 
following year the production was larger than that of 
Venezuela. 
A company controlled by the 
British Government produced ail of the crude oil in 
Persia, which amounted to 3% of the world's total. I 


should say, I used the word "iran" just awhile ago and 
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here it is "Persia"; that only means that our ter- 
minology is changing in the last seven er eight years 
and the old Persian Government insists that we use 
Thesinew,,or rather the old form "Iran". 

The output of Roumanta was 
the same as that of Persie and about 2/5th of it was 
produced ty native companies. The major part was 
produced, by Duteh, British, Belgium, French, American 
and Italian interests in the order of their importance. 

A little less than 3% of the 
world's output came from the Dutch East Indies, 9/10ths 
of which was produced by the Dutch compny and 1/10th by 
an American company. 

Mexico produced 3% of the iit 
world's petroleum and nearly 2/3rds of it came from the 
properties of Amcricah companies and right there I 
Should add that the Mexicans have kicked us and the 
Dutch and the British out and are running the show them- 
Ssvlves very tadly. 

Almost all of the remainder 
was controlled by Dutch interests as the output of the 
native and British concerns was cf little sconnequenee. 
About one and one-half percent of the world's supply 
came from Colombia, the entire amount being the produce 
of a company controlled by American capital. There may 
be some question about that but of ccurse this referred 
to a subsidiary of the Standard Sil of New Jersey 
through its Canadian operations. 

The remaining 4% of the 


world's production in 1930 was distributed among thirteen 
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countries and three-quarters of which was ecntrolled 
by British, Dutch or American capital. 

Now it would take a long 
time to go into the question of company control in 
this world picture but since you here are dealing with 
& subsidiary of an American company I think it might be 
de@sirapie tO indicate the approximate position of that 
company in the world picture. 

According to the annual re- 
port of the Standard Oil Company of New Jersey for 1938 
the rose Production, foreign and domestic, of that 
company was 2c0,101,56¢@ poarrels, which calculated against 
the figure which I gave you from page 50 of the Facts 
and Figures, means that the Jersey Company produced 11.2% 
of the world's crude petroleum. In the United States the 
Jersey Company is not as important as it is outside of 
the United States. The domestic affiliated companies 
produced 71,681,916 barrels or 5.9% of the production of 
the United States. The foreign production of the Jersey 
Company, which was primarily twice that of the domestic 
production, was 148,419,646 barrels or 19.4% of the oil 
produced in ccuntries outside of the United States. 

Lo partLoulerly trinp this to 
your attention because | think: when you look 4% the 
small percentage of production of the Jersey Company in 
the United,States,—-less than 6%,-it must be apparent 
that 94% of the oil ie being produced by companies that 
have something to say about the price. 
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short time ago to a man who has been studying this 
problem he was quite surprised at the smallness cf it. 
It seems to demand some explanation and in that con- 
nection I should like to point out that the Jersey 
Company in the United States cperates in a rather re- 
stricted area. It sells in only one important market 
and that is the North satiantic. While its distribution 
system either as the Standard of New Jersey or through 
companies with which it has an affiliation or with 
which it hes a sales contract, extends from Maine to 
Florida and as far West as Ohio, including the States 
of Kentucky, down the River to Louisiana and through 
the; company in which it cwns a controlling interest, 
the Humble Company in Texas and the minor animportant sales 
in Oklahoma through the Carter, that company’s dis- 
Bribunicn 18 essentially confincd to the Bastern eea- 
board, more especially the North atlantic, from 
Washington to Boston. 

Nuw the point that I have 
tried to make up to this point is that these various 
sources of crude produced by different companies and 
different nationalitios all over the world are flowing 
to their sea-board, sea-boards of production, and mov- 
ing to sea-boards cf consumpticn and by reason of that 
fact that they must seek a sea-board price there is a 
tendency for the price of all crude at the sea-board to 
approximete each other except for the differentials in 


freight, the freight from one area being higher than 
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from another. Just to make an example on that point, 
take Curaco and Aruba, the shipping points from 
Venezuela, the distance from Curaco and Aruba to 
New York is approximately the same distanee as from 
New Orleans but it is several hundred miles longer 
than from Texas; moving into urope it is shorter, it 
is a shorter distance by about 700 Or S00 miles from 
Guraco and Aruba than it is from the United States 
Gulf Coast and these factors do have an effect in the 
delivery cost at the point cf destination and con- 
sequently they do have some effect on the price of one 
as compared with the other but the whole thing is mov~- 
ing toward a dynamic equilibrium of prices at sea-board, 
so that all prices in the United States at the Gulf 
Coast is not a thing that is established just for the 
Gulf Coast, it is a price that is established by virtue 
of the fact that the United States is exnorting and 
must meet world competition. 

The extent to which we 
export I think I should indicate, and I now quote, and 
maybe you would like this, Nr. Frawley? 

MRoe FRAWLSY: Yes, please, even without 
knowing what it is, thank you. 

Crude petroleum and pet- 
roleum products by White, Hopkins and Breakey,a pub- 
lication of the Bureau of iiines, 1959. 


(BOOKLET PRODUCED HERE 
MARKED AS sXHIBIT "646"). 


wR. FRAWLEY: All right, Doctor? 
I shall quote from page 82. Crude petroleum imported 


into and exported from Continental United States in 
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1938 by countries. 

The imports into tho 
United States, not counting those bonded for manufacture, 
amounted to £2£,451,000 eee the. 

TH! ChaLRvsN; What page is that? 

Page 82. Bonded hor manufacture and export brought the total 

imports to 26,050,000 barrels. The exports, including 

Shipments to non-conjiguous territories of the United 

States,-that figure however as far as crude is concerned 

might as well be omitted but I make that statement because 
the Bureau of Mines in calculating exports always in- 

cludes shipments to non-contiguous territories such ag 

the Panama, Porto kico, Hawaii and so on, Alaska. They do 

not count them as consumption in Continental United 

states but the total exports were 77,272,000 barrels; 

that left us with a net export of 51,222,000 barrels; a 

few of those exports might be worth while mentioning; to 

Ganeda 24,845,000; to Hrance 16,745,000; to Japan @1,290,000. 

Those are the three larger items in our list of exports. 

There are many others. 

If you take products of 
course you get a very much longer list. The United States 
exports products to practically every country in the 
world and when you consider such products as lubricating 
oils, you find that the United States has a very heavy 
export to most of the countries in the world. 

That brings us back to 


this fact, that the United States Gulf Coast market is a 
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competitive market in the world and the fact that 
Japanese shipments are supplied to a very lerge ex- 

tent from California, does not change the situation 
except that there is interposed a protective tariff 

for California as against the Gulf Coast by the dif- 
ference in the freight rate and the Panama Canal tolls, 
so we are now lead to move back into the country and 

see what that Guif Coast price does to other prices in 
the United States. I said awhile ago that it was the 
protest of the iiid~Continent producers that brought 
about the tariff in 1932. This would seem to show that 
it was their opinion that iiid-Continent prices were 
influenced by Gulf Coast prices. Whiie the actual out- 
come of the tariff was not to make any substantial 
change in our exports, since ovr imports declined to 
just about the same extent as our exports did, as a 
result of that tariff, nevertheless it is the opinion 

of the producers, especially those independent producers 
that protested, that their price was tied-in with the Gulf 
price. My experience leads me to tie same conclusion, 
that there is a relationship between the Gulf and the 
Liid-Continent that has not slways paraitlelled on the 
trend towards the establishing of a competitive situation 
which must be responsive. ‘That is the fact as I see it. 
Mid+Continent then is not free in this world market. It 
is only part of the whole world picture. If there were 
a decline in the Gulf Coast production or if there was 
any great acceleration in demand, the shipments from the 


idid-Continent would move to the Gulif and directly take 
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on the world price minus the difference in the trans- 
portation to bring that down to the Gulf but as it 
happens all of the oil fields are not on the Gulf and 
all of the oil fields are not in the Mid-Continent. 
They are scattered from the Gulf to the iiid-Continent. 
There is no long bridge. iivory field in that area is 
competitive in some way with every other field in that 
area and by reason of that competitionthere is a re- 
lationship in the prices of those crudes» It is re- 
flected also in producuts and whethethe Gulf Coast con- 
fines its business to the Guif or attempts to invade 

the areas that have been occupied by the hid-Continent 
or which the iiid-Continent has been the source of sup- 
ply, it makes no difference. The potential competition 
is always there and as a matter of fact there is always 
real competition because you take «ast Texas as an ex- 
ample, which is only 250 miles from the Guif and ships 
into the Gulf market. also ships by pipeline into the so- 
called ITllinois-Indiana territory and aisc into the 
State of Oklahoma and even into the State of hansas where 
oil is being produced. Those crudes then must be com 
petitive .Now then as there is a relationship between the 
price in the ijid+Continent and the price at the Gulf, 


there is also a relationship between the price in the 


nocky Miountain area and in Illinois, or if you want to go 


further back to the Kast, in Pennsylvania, or California 
in the Wests each of those enjoy a certain amount of 
production in competition with the other by reason of 


the costs involved in moving the crude. Where the oil 
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can be moved by ocean or water rather than by pipeline 
ur by rail, there is not any question about which has 
the better opportunity of getting the better price be- 
cause the ocean shipping rate is so very very low com- 
pared even with the pipeline rate. und when you are 
dealing with the cost of moving by rail as compared 
with either the pipeline or the ocean shipping, you find 
there that the over-land movement by rail puts an oil 
field at a distinct disadvantage in the matter of the 
price that it is able to enjoy for its products. The 
Mid-Continent is a reality to the kocky Mountain area. 
The kKocky Mountain area consists of two states, 
primarily so far as oil production is concerned, one 
wyoming and the other iontana. Those two States do not 
stand on their own bottom regardless of the Mid- 
Continent situation. They are in competition with the 
Mid-Continent just as the liid~Continent is in compet- 
ition with the Gulf. As an example of that, when Canada 
stopped importing oil into Alberta, there was a serious 
dislocation in the States of Wyoming and ijontana. There 
was more oil being produced there than those States 


Gould absorb in the immediate marketing area. 


(Page 13,977 follows) 
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and something had to be done about it. Take the Lance 
field in Wyoming as an example.. That is located in the 
south-east corner of the State. It would be one of the 
fields in a very unfavourable position since it would 
have to move further into this area for business. It 
Gould mou dispose of ise ol] in this area so it) had. to 
turn directly into competition with the ».id-Continent. 
Where can they’.sell o117 By pipe line it was possible 
to consider moving that to eastern Kansas, at the 
Standard of Indiana Refinery at Neotasha. By close 
[22s se procucers Of the Oil In he “lance field 
found that they were at a 25 cent disadvantage by freight, 
or rather pipe line, @S compared with oi] from the Mid- 
Continent. The perfectly obvious happened. They sold 
iheur oll) for 26 cents jess. That had the efieet of 
changing crude oil prices all through Wyoming and i:ontana. 
In northern Montana, from which area considerable of 

the oil moved into Alberta, there was an over-supply of 
crude and some method had to be found by which that oil 
would move farther afield to capture a market sufficient 
to accommodate the production. With the consequence 
that just as soon as Canada was cut off - pardon me, I 
said just as soon but very soon after it was cut off, 
read justments in price took place and the price of crude 
oil in Northern Montana dropped in order to extend the 
competitive area of that production. The details of these 
price changes are, ~werhaps, not so important in this 
instance as the general principle involved. Whenever you 
cut of f & supply;) a new supply comes ims when any shift 
occurs it is necessary to make adjustments in prices to 
acegommodate the difference in the competitive suai 


It happens in Montana that the freight rate structure is 
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such that the North and South parts of the State are 
somewhat isolated by the freight rates. But they are 
not completely isclated because efforts are being made 

tc break down that isolation, either by getting new freight 
rates, or by establishing run arounds of one type or 
another. The present run around that is developing in 
Montana is the truck. It ‘is gaining very rapidiy; now 
only in the trucking of crude but in the trucking of the 
products of those crudes, north and south against those 
freight barriers and whether arefiner is engaged in the 
northern part of ontana or in the southern part, he has 
46 Tecocnize “Wat Ne 1s in competi tion with the other 
because there are these ways of either breaking down freight 
rates or ©. establishing new forms of transportation to 
Mur sround be Ola Ereiontirates, that has been appizedyuo 
such traffic. I want to next sneak to you about 
general economic considerations In crude ofl prices over 
a long run. The erude oil price at the moment reflects 
the short swing in prices. It does not always reflect 
the long swing. 

MRe FRAWLEY: if you find thet talking Gike 
this withoay ahy break is a little tiring, 1 am quite 
sure the Cheirman will be glad to adjourn, if you would 
like to have a short adgournment. 

tT ywould pe Guite Satisfied to have” one, yes. 

THE CHAIRMAN: AlY Sient. 

(At this stage there was a short recess.) 

I just maie the statement that crude oil prices at any 
given moment reflect the short swing and not always the 


Poneanrins of  pricess* i Tink or austence, ttnab Tlilinois 
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to-day is a good example of an area in which the price 
does not reflect the long swing. It is a short swing 
price. It does not reflect completely the difference in 
the transportation cost from the Mid-Continent. If it 
did the price would be somewhat higher. It is worth, 
quality for quality, the same a&sS Mid-Continent, plus 

the transportation. Actually, that transportation cost, 
WOiGh TE pelleva isin the neighbourhood of 16 cents, 6 
Hoy reriected in the price. That is due largely to the 
Lact thay L.iinois has run riot. Production, i sadisorderiy. 
By reason Of thet Lack of order. and total disregard tor 
the ultimate best interests of the State and the producers 
in the State, the price is not quite what it should ba, 

i taink as soon as Illinois becomes: fully alive to its 
resvOnsiviliiies that) that price will neflect a longer - 
swing trend than it does now. 

The next statement that I have 
iS abou the price of products. That is the realization 
does not always justify the crude oil price. It should | 
but it does not always. Sometimes the realizations aré 
Higher than those which would seem to.be justified: oy 
the crude oil price. At other times they are lower. 

While there tends to be a@ parallelism between the crude 
Oil price and refinery realizations and ultimately 

market realizations such parallelism is not always as 
elose as imicht be expected. Over @ Longs run thers is 

a definite indication of such parallelism but over short 
Swings TU is nob unusual to find @ Lack Gf pared lelism 

in some one of those price structures. The posted field 
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POUR eee must represent a consensus judgment of a 
ecmpetitive situation. it 18 not.& price that is 
determined by the buyer and seller meeting hour by hour 
or day by day to bargain over what tmt price ghould be. 
But it represents a judgment on the part of the company 
that does the posting concerning what the competitive 
situation is and what that price should be. This is: not 
peculiar to the oil industry that there should be such 
concensus judgment. There are fewer examples in the 
buying field than there are in the selling but the 
Privoiple 13 mo. sreatly different. For ing tance, in 
automobiles, the fact that a purchaser of an autombbile 
dces not meet the manufacturer of the automobile and 
bargain with him concerning the price of it does not 
mean that there is not competition between manufacturers 
of automobiles simply because they post a price F. O. B. 
the factory. ‘fhen Ford and Chrysler and Chevrolet - 

I have furgotten the bottom of the Studebaker line and 
several other lines - but when they post a price F. 0. B. 
the factory they are making, each is a corporation, a 
concensus judgment as to what business it can get in terms 
of the prices announced and they are just as definitely 
in competition with each other as though they mt with 
the buyer, because the buyer ubtimately expresses his 
judgment of the price posted through his reaction in 
purchasing. There is some considerable criticism in 
certain Quarters of the oll] industry that the posting 

OF prices for oil indicates that, there isan absence of 
competition; that a monopolistic situation exists. It 


is so commonly heard that I think something should be said 
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about it. I looked for the worst statement I could find 
on that side of the picture, that is someone wi condemns 
the oil industry as being a monopolistic buyer. DOUG 
it in the statement of Dr. John Ise, who is an economic 
adviser to the Department of Justice of the United States. 
On September 25th he made a statement before the Temporary 
National EHeonomics Committee in Yashington. I shall read 
two extracts from his statement. 
Ml Regardless of possible co-operative action among 
"the major companies there are various monopoly 
"elements in the industry. While in the market 
"for products the major companies compete among 
"themselves and with independent companies,at other 
"points they are in & position more or less 
Mmonupolistic. Patents are essentially monopolies 
Norantetl and protected by the Government. In the 
"huyloe Of eruce oll from a given Tield there are 
"seldom enough buyers to suggest a competitive 
"hearket and there may be only one, the pipe Line 
(runing irom the rield, or a buying agency allied 
“with it. Such a market situation is what economists 


{aul momuousony !.. 


= will admit I never saw that word before till I read it 
in this statement. That is a monopoly on the buying side. 
Mirnine ae la hG le. Pian ery 
"Through their integration with pipe line companies, 
Tovides.D roner ways, the-refinerseare in, a.position. to 
"some extent monopolistic. In the marketing of their 
"products,they must meet competition of other 


"refiners, but in the purchase of their crude they 
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"are ofter in a position more or less monopolistic." 
Those are the harshest statements I have been able to 
find. I would like to comment and say that while Dr. 
Ise did not in so many words say that the large major 
companies are monopolistic, or to use his words 
"monopsonistic" in purchasing, his statement carries that 
inference. In this there is a lack of tihhe realistic 
because there is ho large oil field in the United States 
that has only ene buyer. Last Texas, .forvexanple, tes 
17 pipe line purchasers plus independent buyers, plus 
purchasers who are transporting through the other 17 
lines. But even where there is only one line in a 
field it does not always mean that only one company is 
buying and transporting in that line. if? the 
geographical position of the oil with respect to markets 
and quality are favourable there are always many buyers. 
Now to put the thing in the worst way I can agree to, it 
is Only when a field becomes unfavourably situated with 
respect to other oil fields -— there again with respect 
to distance and quality and location of market and so on - 
that a single buyer is able to exercise any real bargaining 
power with the producer. Now just how much of a control 
do these large companies exercise oy reason of their 
being large producers? I am going to quote from another 
statement that was made before the Temporary Netional 
Economics Committee. This statement also was made at 
the request of the Department of Justice by Dr. Joseph 
EH. FOgue, who said: 

", review of production of the 24 largest producers 


"in relation to the output of the entire nation by 
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"years from 1920 tu the present, reveals the 

"percentage of the group of so-called majors to 

"the national total increased from 51.6% in 1929 

"to 64% in 1926, but decreased from 70% in 1927 

"to 57.6% in 1938. In the group of the 23 largest 

"refiners the refinery purchasers of crude oil 

"equalled 41.3% of their needs." 
fn other words, those 23 largest refiners in the United 
States were not so independent in the matter of crude 
that they could avoic purchasing and these largest 
refiners, as indicated here, produced less than 60% of 
what they require and had to buy the other from the outside. 
That is only 26. These are the very largest companies in 
the United States. They include such companies as the 
Standard Oil Company of New Jersey, the Standard Oil 
Company of Indiana, the Standard Oil Company of Gal Veena 
and companies of that type; and such as Phillips 
Petroleum Company, the Mid-Continent Petroleum Company 
and others of that type, whieh are large and hieerateds 
There are several hundred refiners in addition te ebee* 
eo Largest PeLiners. 

The next thing I want you to 
eongsider 1s the 6ffect of quotations by buyers and sellers 
upon the posted price. Because there is a posted price 
in a field it does not always follow that all of the o17 
is moving at-the posted price. Some of it may move 
above the posting, some of it below. the posting. That 
is of ‘the total number of buyers in the field. And that 
is one of the reasons why we have field price changes 
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relationship of these buyers and sellers as well as there 
are shifts in the world picture or the relationship of 
fieladsisto each other. The present Low price in 
fllinois is probably due to the fact that there is a 

large number of buyers who are buying under the posted 
price. If that percentage should increase materially the 
price will odrop further. If that number of buyers that 
are now below the posted price are unable to get all of 
the crude that they want at the posted price they might 
shift their position to the point where they would pay a 
premium, and if they will pay a premium on the crude 

that could not exist long because that wiJl be reflected 
in the posted price. Tn Guy (iver Pieig i unere aso 
considerable movement of distress products lower than 

the posted price, the posted price must reflect it sooner 
Or Lasers eu 18 anh the long swing, although i% mignt 
not momentarily. And the same applies when premiums apply. 
There were premiums in East Texas until a short time ago 
and the posted price reflected that in a matter of a few 
months. On the other hand, wher there was a large amount 
of crude oil moving below the posted prico, as there was 
very recently, it was reflected ir. the postings. Now, 
one of the things that makes price uncertain from time to 
time, say over the long swing, is the fact that the source 
of supply may shift very suddenly and very substantially. 
The history of the oil industry of the United States is 


one of constantly shifting centres of production from 


Pennsylvania westward. I guess I might as well give 
bh toto trowhuow, «fs Frawley. DP eeG. 10 (BOE. 
MR. FRAWLEY: This is the petroleum and 


natural gas production. 


Thesuidy Is Cownwat tie bottom: it is a W. P. A. study. 
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Theat is that same man that works? 


YeSe 


Tho work Projects administration, National thesearch projects 


and Department of the Interior, Buresu of Mines, and it is 
callod "Technology. employment and output per man in 
Petroleum and Natursl Gas Production". 


(BOOK PRODUCED AND HERZ 
MARKED EXHIBIT "647", ) 


THE CHAIRMAN: You are reading from what 
Page? 

I am reading from Page 40. This is a map. Ineidentally, 
probably you received this morning this publication which 
I suggested they send up te you, 

THE CHALTRMAN: Yes. 

Ahd the other part of it I want to show to you, so that you 
can follow what I am talking about. (Indicates to 
Commissioners. ) 

This Pege 40 has 2 figure 
marked "9" entitled "Changes in Relativo Importeancé of 
Major Petwoloum and Natursl Gas Producing Districts." I 
Shall refer only to the Fotroleun. The Appalachian 
aroa in 1900 produc3d 57.1% of the american total and in 
1937 it producod 2.9% of the total. This area, by the 
way, includes Kentucky, Tennessee, ‘.est Virginia, 

Eastern Ohio, ‘/ostern Pennsylvania and Western New York. 
Tho area immcdiatcly west of that, which was the noxt 
important area to be developed, in 1900 produced 64.2% of 
the Us ©. total; in 1937 it produced 2%. 1 wiil come 
back to that. 

That arca was followed by 
the Mid-Continent whieh in 1900 produced 1.4% of tho U. S. 


totes, in 19ST 60», 6%. 
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The next area, the Gulf 


Coast, in 1900 produced nothing but in 1937 it produced 


e.0,0fc thea Us 6. tote l. 

Ths Rocky Mountain Area produced 
one half of ono per cent in 1900 and 2.1% in 1937. 

California produced 6.8% in 
1900 and 18.6% in 1937. 

So in that period of 47 years 
the entire picture, sourcs of supply, in the United States 
changed and those pirts which were important in 1900 lost 
their importance to other fislds, lost their markets to othor 
fields, were influenced in their prices by other fields 
through that period, and I ses in 1957 that central area, 
Michigan, Lima, North Hest Indiana and South ‘vest Indiana 
and fllinois produeod 2% in 1937 and no ono in 1937 had any 
idea what Illinois would do in 1938 and 1939 and instead of 
having @ production of 45,597 barrels for a total today, 
in 1949,right now the State of Illinois alone is producing 
more than 350,000 barrels a day and the percentages are 
entiroly shifted and the Illinois now, instead of being away 
down the list among tho producers, is third in the United 
States and no one would have dreaied that two years ago, 
so to say, tha t the source of supply and the marketing 
consequences are kaloidoscopic, I do not think is using 
too fancy a word to describe the effects. The effects are 
volatilc, the aquilibrium is dynamic. The shifts are 
constant and that is one or the most striking things about 
it, is the consistency of the inconstant or unconstant. 

‘ith these general consideration 
I want to pavo the way now to come right down to the question 


of the fisld price in Alborta. There are cartain necessary 
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rolationships which I am going to speak of only in goneral 
terms in this Montana - Alberta competition. There is 
competition between those two areas in Regina. There 
has been over a period of many years @ close rolationship 
betwocn the supply in Montana and the situation in alborta; 
it was only when Turner Valley came in in an important 
way thet Montana ccased to be a real source of supply right 
here in Calgary and now Turner Valley cannot escapo the 
competition with Montana at Regina. If Turner Valley were 
a producer but not sufficient cf a producer to meet the 
requiremonts of tho Galgary Refinery, Montana would be 
directly compstitive with Turner Valley in Calgary and the 
price in the field of Turner Valley would have to reflect 
that price at which you could bring in crude from Montana. 
If there were more crude in 
Turner Valley than could be absorbed by the refinorisas 
in Calgary, and that happens to be the case, then it is 
necessary to considor whet prico must obtain in the Turner 
Valley in order that the crude oil from that field can bea 
projected to a point at which it will be in evumpetition 
with the erude oil produesd in othor parts of North America. 
There is a quantity gain to be mado by moving castward 
out of the Calgery market and at some point there must be 
a fringe along which there is direct competition in products 
between theo competition, or I mean between the products, the 
erude oil of Turner Valley and the crudo oil produced in 
other parts of North America. Now just what that 
relationship is is a matter of accounting analysis and at 
this«point L.am going to leave the question cf price. for 


particular development, specific development, by Dr. Brown, 
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MR. FRAWLEY: Now do you want to break 

into your statement at this time and have Dr. Brown and 

Mr. Gottle meke their statement and then you return after 
that has been completed? 

Any way it suits the Commission. 

I think thet might be better, but Mr. Chairman, it is near 
rising time and if you would be good enough to rise na. 

At two o'clock sither Mr. Cottle or Dr. Brown will go on. 
THE CHAIRMAN: Do you propose that there 
will be any further examination of Dr. Frey now on what hse 
has said? 

MR. Pea Oly : Oh, yes. My idea is to 
finish the determination of the field price complete and 
then all of the threes witnesses, Dr. Frey, Mr. Cottle and 
Dr. Brown will bs open for cross-examination before 

Dr. Frey proceeds to develop anything else. 

THE CHAIRMAN: So it is your suggestion that 
there be no cross-examination now> 

MR. FRAWLEY: Of what Dr. Frey has said at 
the momont ? 

THE CHALRMAN: YesSe 

MR. TPRAWLEY: As to that I do not suppose it 
matters a very great ceal. 

TYE CHAIRMAN: It is just a question of what 


is the best way to do it, to bring out the most facts. 


MR. FRAWLEY: My Suggestion is this --- 
THE CHAIRMAN: Supposing Dr. Brown and 


Mr. “Cottle will, and I take it thoy will, predicate something 


upon what Dr. Frey has said. 
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MRe FRAWLEY: Quite Soe 

THE CHAIRMAN: Would you be assuming it to 
be a fact? 

MR. FRAWLEY: Take just one fact, that there 


is a relationship, that Montana crude is in competition with 
Turner Valley crude. 

THE CHAIRMAN: “hat I am coming at is if the 
following witnesses assums as true the facts or opinions 
erpressed by Dr. Frey ---- 

MR. FRAWLEY: There should be cross-examinatio 
of Dr. Frey's statemonts now, quite so, I agroe oxactly. 

THE CHAIRMAN: Yes, first because you lose your 
whole argument if later it is destroyed. 

MR. FRAWLEY: I will say then we should Lot 
Dr. Frey be cross-examined on what he has said before Dr. Brow 
and Mr. Cottle say anything at all. Do it right now and 
perhaps fifteen minutes will finish it, depending upon tho 
extent and nature and desire of the people who might cross- 
examine him. 

THR CHAIRMAN: Any guestions, Mr. Nolan? 

MR. NOLAN: No, we have no questions, thank 


you, Mr. Chairman. 


TH CHAIRMAN: Mee Harviok 

MR. HARVIB: None, Mr. Chairman. 

TH CHAIRMAT: Anyone else any questions to 
ask Dr. Frey, well that disposes of that. We Will then 
adjourn. . 


( The Hearing wes here adjourned to be resumed at 2:00 P. M. ) 
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2 P.M. Session 


OO 


oOo 


TH. CHAIRMAN: Mr. Frawley I want to° 


ask Dr. Frey onz or two questions. 
DR.. J. W. FREY (Recalled) 


THE CHAIRMAN: Dr. Frey there are one or 

two questions I -ant to ask you in regerd to your excell- 
ent presentation. As I understand it you make the point 
Lisi Or, DrOduUctTION in all parts of the world) as goine te 
have. an effect upon the situation in Turner Velley? 

NEE wis 

And that it may take & long time or it may take a short 
time, the long swing or the short swing, but it will have 
its effect? 

Thet is true. in the long run it will have an sffect., 

They is to say if some new field were discovered in Persia 
tormorrow in due course it would heve its effect upon 

epuve G1) Hroguction in Turner Vailey, or the prise thet 
would be obtained for thet crude oil when produced? 

it would, by réeson of the fact if 1f were brought in te 
the market at such a price as to push back on the Gulf, 

the Gulf prices would tend to reflect that in a downward 
direction. Thats in turn would be reflected in the Mid- 
continent end in the Rocky Mountain field and assuming 
thet the protective situation as far as tariffs 

are concerned is similer to whet it is now the effect would 
Pe telLt in Tourer Valley. 

So that when we are coming to the price of crude oil in the 
different countries of the world and including our own, we 
do not find a close relationship between coct of production 


end price which you might hope or expect to find in other 


industries? 
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Thet is very true that on the short swing especially there 
might not be what you expect to find as a reasonable relation- 
ship between cost of production and the price of the crude. 
It may be under circumstences thet the price stays very 
lucrative in terms of cost. .At other times the competitive 
situation forces the prices down to a point where in terms 
of cost there ere losses, May I take just one example to 
illustrate that. In 1931 when Sast Texas became a factor 
of importence in the United States supply the production 
was so heavy that it displaced a large number of other 
markets on the besis of price. I mean by merkets other 
oil fields. The #est Texas price went to a new low of 

DG errs! With ée¢ collecting charges. The shock on 

the rest of the Amsricen producing industry was so severe 
that many producers had to stop producing. They could 

not even meet out of pocket costs on any such low basis 
fOr cCrud6 46 that. So thet meény of the producers were, pra- 
ducing at @ loos, Some of them particularily that fella 
that they had to continue pwoduction er loss their wells. 
Those produced at less, I mean sold at less than their 

Out OL pocket cost. There were some thet were probably in 

a break even position as the price of sast Texas crude ad- 
venced after the loW of 5¢. But by and large there was 
nothing to protect the producer with respect bo, Bibs Cost. 
Most of them did not realize their costs even in ast 

Texas and there was nothing in the situation that proteot- 
ed them in the matter of price against that kind of sit- 
uation. 

Well now that being so how is it so long as a sufficient 
Sieniusy OL Ol] is to, bé found Gaere viet you do not Dima 


ay the drilling down in shallow tislids? 
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A Well partly by reason of the fact ~~ 

Q Of course apart from teriff and freight rates. 

A Yes that is one element. Another factor is ownership. 
Everyone may not own in the particular field that is 
easiest to produce, tvery oil man considers that his 
pevTicalerm venture 1s going to. turn cut bebier om et 
least equal to some other persons venture. Right along 
with the easiest producing field in the world, #ast 
Pexas, we have many very difficult producing areds: and 

———oethey are being drilled actively. 


| 
£ That is what I em trying to understand. Why should that 


be. 180% 
A The other thing is this thet the Hest Texas field can be 


Produced GhlieientLy at. @ certainorete.s @ieat 2s gxrocuc- 
éd. more rapidly, 1 t.will be destructive. The Bast Texas 
field at the present time produces abcut 15% of the United 
States demand. Oil must be brought from other areas. Of 


course those who are fortunate enough to find low drilling 


\ 
\ 


cost and Low out of pocket costs lo operating are in a 
better position than those who have to drill through more 
dffficult structures and have heavier out of pocket costs 
in, operetion. But the other thing that goes right slong 
With it is the question of the marginal Preducer, you 
have mer@inal producers probably in everything... You have 
(ercinel., ponduecers. in ol... Over &, Long, run the price of 


oil will tend towards a price which is satisfactory to 


the marginal producer. It may not be so just this moment 

but in the long run, if we are goingyto have a continuing oil 
SUpn ly.» sadvcincs further crilline Ls. necessary to. maintain 
that cont tauine supply, the, price mach bear some. reletion- 


ship to whet 1+ costs the merginal, producer to get it out, 
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J. W. Prey 

But that is in the long run and may bear very little 
reletionship to the immediate merketine situation. 
There is another very good national reason for continued 
aridddnes: » OW oil reserve in the United States is 
estimated variously from about fuurteen billion to ap- 
prozimately seventeen and a helf billion barrels. On 

the besis of the present production there is enough oil 
in sight to last anywhere from twelve to fourteen: years. 
Of, courserthe present rate of production Cannot’ be- mein- 
tained because a good deal of the production is flush 

endo as othe field loses: its flusn characteristics the 
rece, Of production in that Tigild wi lledecline.-°fhis tec 
essitates @ constant look ahead for more oil. we have 

en industry thet muet be amortised, If there is not 
Spouse OF than sieht to Lead» to,the expectancy of reason- 
eble amortisation we are on a very bad financial basis. 
This means that we must find approximately as much oil 
each year es we produce, or roughly we have got to find 
Spoun one Di lbien barreis: of oh ia year invorger to keep 
a supply that meesures up with the amortisation of our 
iMOmeam, in this process of findine O11 some Gil will: 
Ge fPoundeon very ifavorsble strictures (with respect’ to 
Costes scothers wniless Tavyorable and some on very unravor- 
able. There is nothing about the Industry's operetion 
thet guérantees anything concerning what kind of a Paid 


7 
the general history of the industoy 


will be made except 
that indicates thet as we go along our cost of finding 
becomes greater and gersater and in the cost of the erude 
oblL« we must wltimetely rigure not only whet it -costs to 
produce the oil but we have also to figure how much it 


costs to find the oil, Because we must keep our vanguard 


away out in front in order to assure a reasonable Industry 
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im Our COUnUry. 

Well, Dr., should not there be a clean cut distinction 
between exploratory efforts that assures reserves, toth 
from the standpoint of a company and the standpoint of 
the nation, exploratory efforts and immediate production. 
fre “hey Not two QuiTe different things? 

In our country there is no distinction between the toa. 
axploratory effort is now being mede almost entirely by 
the oil companies and the Federal Government and the State 
Government are doing relatively littls in advancing the 
frOuvier Of O1l Gevelopment “as Ter es" producyi0n is con~ 
cerned. ‘The Federel Government of the United States at- 
Gempts to be helpful in getting the Industry Go see poss= 
ibilites/’ that it mey not have seen itself. But I will 
have to admit that the Industry is out in front, not the 
Nation. That our exploratory work as a Nation amounts 
elmost to nothing. The Industry must pay thet chares or 
we do not go ahesd as an oil producing country. We do 

not even maintain our position unless the oil companies 

eo ahead. 

In, Your country is there any provision Wet Mes veer found 
in leases in this country that a person taking up oil 

land must drill within a certein period of time or losses 
the lease? 

Most leases carry that regulation. Thet is e.common form 
of leese, Porm 88 and generally provides that a company 
must develop Within a reasomabic, Time, “Quite often 2tUris 
specified exactly what that time must be or lose the lease. 
I suppose in the ease of where leases are from the Crown 
(A tis country or [rom the: Government in yours thet it 


is to insure the payment of royalties to the Government 
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J. W. Frey 


Preasury 
Well we have two types of land. There is very little 
Federal conirolled Jand tn’ the United States that "is 

being developed for oil. Our oil production on Federal 
land is between 2% and 4% of the total and the most 
optimistic estimate that we have as to the reserve on 
Government land is something less than 15%. Those lands 

ere under control of the Federal Government and are 

leased with the idea that the oil company proceed with 
developments. But since there has been in the last few 
years plenty of oil, generally too much, the Department 
that has that responsibility has permitted these leases 

to run by cither doing a small amount of work or the 
payment of the rental. They have not forced that develop- 
ment. That wes partly made possible by an Act of Congress 
which permitted the Depfrtment of the Interior to allow 
compenies to hold some of the land longer before they 

were required to develop. Now on fee land and on State 
lend; Most or the State land being in Texau,’ generally 
sciool*lard, the stiuetion ts different. “There the Dercen 
who owns the land is anxious to get a rapid return. He 
wants royaltiss end consequently he demands production, 

or demands work at least. Now sometimes it is possible 
for’en oi1 company to steve off that dey by esivinge e high- 
er rental or making a higher down payment, instead of 
basing it entirely on the royalties. Bit in general the 
effect of our leases is to demand work, 

Now hes that not led - I am speaking now of say Sevtember |, 
late Ore ties yeer - this tegal requirment OPO r Lae plus 
disreacsrd of “coset of producing, in whitch ‘tern I ainolude ‘co'st 
Gmiexploravory work beceuss, 2 “think at ‘should pe. - disregerd 


of the one and the necessity of drilling on the other hend 
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wa Wen coy 

led to a state of complete over present production of 

Oll in America. As of September Ist Last. If I may add 
to my question by an explanatory word, I em not speak- 
ing of reserves in sight but I am talking about present 
production, oil in steel tanks instead of the tanks thet 
Netvure hes provided in the earth. 

It is true that more oil has been produced than necessery 
end more drilling has been done than necessary because 

of this Leasing situation and the so called rule of 
cepture. Now the rule of cepture has been mitigated to 
some @€xtent in e number of States that have Oil Conserv- 
ation lews but all of the oil producing States do not 
have Conservetion laws. And these Conservation lews 

have mot/been equally effective in all States. That is 
Ho¢ Gdminietrerlon has not been uniform, 1% 18 not only 
possible but it is e fact that in the matter of well 
Spaciue Gia, in Certain Stetes there are @ very very Lergs 
humber of exceptions to the spacing pattern that is provid- 
ed for in the lew. Most of these laws have a way in which 
an extension may be eranted and many ways have been used 
in, Woich Spacing other than thet perscribed for the tela 
heave developed. It is entirely possible there hes been 
from two to four times es much money spent in drilling in 
the United States as necessary to provide oil for our 
National requirements. 

In snort, @s at the dete I mentioned, we aré leaving out 
whet 6fifects ths wer may heve? 

Yes. nodal. 

As Of the date 1. have méntioned, your presént supply is so 


much ereaver then your requireménia as to result in 6 dis= 


orgenized industry is not that so? 
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There is elways a potentiel threat of disorganization 

by reason of the large cupply. 

Aid toe Pe yorect ica] vihing dite hes reached thet stage hasn't 
iG? The war is something different again. 

I should say vhat the uncontrolled production in Illinois 
ls more responsible than any other one - there are other 
fectors ~— but more responsible then any other one thing 
for the episode which we had a few weeks ago in which 

a number of the States shut down production. 

Then we have - and i am just seeking education pr. Frey, 
1d) Vou, dornot) mind me,pursuing this a Litthe bite=\we 
have those clauses in most leases that are not only an 
ineenaiy se, bat. am impelling force to drilling? 

Yoesn Dir. 

we have the rule of capture of which you have spoken that 
those who own their land must need drill to save that 
which they have before their neighbor gets it? 

Yisese Sure 

SubjJsct to whet mey be seid about Conservation hen has 
there not been enother impelling force that led to over 
production end thet is, I observed thei termoim someowork, 
the oil scerity delusion. That people thought the day 
would come that the demand would be so much greater than 
the netions supply, they were going to get that oil and 
have it? . 

The essa oil scarcity delusion has operated differ- 
ently at different times. That part of the American 
Petroleum Industry ie feels»free to criticise the 
activities of the Federal Government in wenting Oil Con- 
servation Legislation, state thet the Federal Government 
is trying to create this fiction about there, being a 


scarcity. The Federal Gov2rnment does not take thet 


poeition et all. ass the Federal Government says, 
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NTI? you nave 6 thing and itis avery valuable thing 

Oo cerns) OF the fife of a nation thet you. should use 
that thing to the best interest of the Nations end 

that you should not be a pig and try to gobble all 

the food, all the finencial sustenance to the detriment 
of your competitors and to the detriment of the nation 
as @ whole,* The Federal Government does not raise a 
false bogey thet there is an 'iminent shortage... It does 
DOG eu er veim Geet idee. It simply says thet av is 
highly desirable for us as a Netion to see a large 
supply of oil aveilable for us. we are very fortunate 
Oo Deve ly bor jusG because we can see it, just) vecause 
Wer Know 1 is stnere, it should not be produced in such 
manner as to destroy the marginal producers who cannot 
Operate, Caine, bring their crude into merkst unless 

the price bears some reasonable relationship to what 

it is worth. Now there have been periods in which there 
has been an apparent future shortage. I said we rode 
through the Great war, the World Wer with the benefit 

of Mexico. There was definitely ea shortage in the United 
States at thet time end a number of oil companies of 
which we knew nothing prior to 1914 came into existance 
during that period, to find more oil, beceuse we needed 
it.. A good exemple of that type of company is the Roxana 
Petroleum Company, which was a subsiduary of the Shell.. 
They came into the United States and hunted actively for 
Oil because there was areal shortage in sight. That short- 
age stayed with us. Thet apparent shortage stayed with 
Us unt toes.) (in loee the Giscoveries in Californie 
completely chenged the picture and following that there 
was a great deal of work done in the Mid-continent and 


much of the work thet has been started as a consequence 


mae ie i a 
= i oe Va oe 


nine ati, Beh Nuommsgaet, 8h eae a a ol ney: aaa By | 


“att 2 ane tbe ae 


i er 
ie = 
—* oe 


rds, lpkdwoaes: cyneah: Ap th ts | 
eay: ate SO Dag sft Laat es “ents, 4 


Bet 


eee 


ve 
git shou de ‘ay pies seopenmk. shed os 8s post 
te Bares a 1d “Be: aie wed doa’ “bE oahd. We =. | 
heme ts tok Id? em men esi a aes ieaen ont “ith f fg an ae a 
ate x. Ae TD. TAME ehh ae ‘aie grad fiteq mo aiie et ae 
cult ton ows, TaMOeren drebee an Melua ae Poi 
WOW, Os om Maratea, Tented feet ened et ils god ‘Sefer a 7 
glenie, Sho eae 9 ake: clavsedne® toa | 
>< ee OR a ae er EOF acdentaet aria 


© 
sa 
‘ 


el Fave tio We vianiis eee, a 


a5 rz ti 5 : is ’ rane Bu Vt ow 
er 2 Ay 
ie WE - oh 


HOO. T) i hey PEA bi Gar Fala’ Pa Fath ee: ava i Pram 


Ut 9H, We, ig se hl es a (OT ONE oP TE’ “yobs ee 


bes a = 
en 


ab OW a1 eONtarn?, SABRES Y eR. wil 2 con: naen” ni eS saree” 


4tet® 5 ho reo A] « $5, Me >a) Ae he 7 ve sila Pay fore habe oe 
Hews. 40 Uetulhs Ol ieee ee eked “Hao anweo ¢3 Fie” ‘ee 
ode 40(dw ot ehbdaele deat Ba elt SRE ae aw ak she 


OO05 ow Rbie Bic wenO nib eRe a Aer Ag ae ae ond ead : 

; 1 eee a \" \ 

j ft 1: A 74. ; aa" “ie Rite his wis: ; DBS, tae ‘eit? waste 

per an « a fl ar aus) ds eae tated. dew epatt (ont ket th — 
; aid 

oon ee ‘fn 


to est spe. thos ted el bose eanta ee 24° ghsode” 
Sons tahee cms, “lel oe Ao laa enh Hite: West caw iw tine 


a> ee 


totem ev ee octe) , Lio) cepame tet oxi taits mg “eid. a 


- 


He re 


ve: 
ae 


me 


= 


Shelia dati at Waa att) beg ite a pays. detiuw., ite ie ide i 


mrs ©, 


+ te ‘Gley itow eat. i be, qe: “es 
‘ Al a as aortas nyo 


—15,999- 
T-3 
LO 
Dw gs W. Frey 
ef this real shortage during the war continued through 


the early twenties, with the result thet we found more 


oil than we knew whet to do with immedistely. 


(Continued on page 14,000) 


sa der ey ins 


1 hi eed tive Nbase tat, 


eye 


Pads ‘wos. Sy ei) 3 F a 


“9 
. 


Dr. 


C3 
1 


John W. Frey 


Sa eave 


And we have been more or leas in that position ever 

Since but it was a real shortage that forced that 
situation and not some sort of a fancy idea on the 

part of anybody. It was felt. In 1918 we were down 

to tank bottom. We bad gasolineless Sundays in the 
fastern parts of the United States aud we had a 
27,000,000 barrel import from Mexico but there is 

another factor there. The California situation was 

so critical that the Standard Oil Company of Calif- 

ornia built a fleet of tanks to bring oil from Texas 

to California. Those ships never ran in that service 
because py 1922 fields in the Los Angeles basin had 
completely upset the picture and those ships were 

pressed into service moving the other way but I do not 
think that we can say that it is this idea, false idea, 
of an impending shortage that is important in bringing 
about this production, simply a lack of a method to 

hold that production within reason, to produce on a 
conservation basis with just as iittle waste as pos~- 
sible but always moving ahead in exploration so that 

we can always see plenty of it in sight. Some day we 

are going to come to the end of that but so far as I am 
concerned I am not predicting,-and I do not know of any- 
one in our organization who is qualified te say anything 
about oil.-who docs predict that we are right on the 
edge of shortage. We are not. We have 1lé, 1s, 14, maybe 
15 years immcdiately in sight and there is no indication 
in the records of the past few years that we are going to 
have immediate shortage but we should use what we have to 


the best advantage of all. 
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Then you think in the result that the so-called oil 
scarcity delusion, anete cae it may have been, is no 
longer an impelling force of over=production? 

Deiteel now that it is note 

So, all right, if that be ruled out, then we have these 
considerations which have meant for over-production 
which we have already alluded to and wc have the rule of 
Capture, and am I right, and which has compelled people 
to drili needleasiy,-~am I right in thinkine thet the 
only practical attempt which has ever been made towards 
control of production has been the various conservation 
schemes which have been put forward in the United States 
and are in vogue in Canada? 

In the publication which I have put on your desk this 
morning, I have traced the development of the conser= 
vation idea. 

Is that the one I have down stairs? 

This is the one you heave. 

BIO97 

Yes. 

MR. FRAWLEY: Perhaps that should be 
marked and made part of our recorde It has not been 
marked yet, Dr- Frey. 

TH & CHA TruuéAN: The book will be ixhibit 


N648" . 


(BOOK PRODUCED HERs MARKED 
AS «@XHIBIT 648"). 


TH CHA INMAN: What page, Doctor? 


578 « 
MiRe HARVIE: Just what is this Exhibit? 
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MRe FRAWLEY: It is called "HKnergy 
Resources and National Policy, a report of the nergy 
Resourdes committees to the National kesources Committee", 
and published by the Nationel tesources Committee ana 
the Energy resources Committee. This report itself is 
composed by several gentlemen and Dr. Frey is one of 

the committee. 

THE CHAITRUWAN: I have not read the 
article, Doctor, because I did not know that you were 

the author. I saw the pamphlet on my desk but may I 

ask you, Mrs Frawley, is Dr» Frey coming back to the 
subject of Ponasnvat ion and if so I do not want to 
pursue it now. 

MRe FRAWLEY: I did not want to interrupt 
you, tire Chairman, but he is coming back to that. 

THE CHAIRMAN: That is all right then. We 
will leave that and in the maan time I will have the 
privilege of reading what you have written.on the matter 
of conservation because it is a subject I propose to dis- 
cuss with you but so long as you are coming back to it 
later, I do not want to do it now. | 

MR. FRAWLEY: Dre Frey has had his mind 
directed to some of these things and he will be prepared 
to discuss them with you, such things as you are propos= 
ing t> disauss now. 

THE CHA TRIAN ; Very good. 

TH CHAIRMAN: Now leaving that and turn- 
ing to what you mentioned this morning and that is as to 
how the field price is determined. As I appreciate what 


you have said, it is a consensus judgment as to the com~ 
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petitive situation and I take it you mean the consensus 
of opinion of the directors of the company that is 
fixing the field price? 

Yes, that is those who are responsible for that part- 


icular phase of the company's activities. 


Yese They use the best judgment they can in determining 


first what the competitive situation is and then pred- 


icating the field price upon it? 


Yes. 


Now that involves the consideration, it would seem to 
me, of how far they want to go with their oil? 
Well---— 


And I dare say that is a subject you are entering upon 


later? 


Well that question is not one that is sc much a question 
for the company posting the price for the crude as the 
crude producers who are willing to under-sell the posted 
price in order that their oil will go further afield. 
The company that does the posting has considered the 
competitive situation of that field with respect to 
other fields and what it will pay. 

Yes? 

But there may be producers in the field that are will- 
ing to take less in order that the oil may go further. 

or overcome some disadvantage that that oil may have, 
either as to position or quality. If they do, however, 
to any considerable extent, the company that posts. the 
price will have to revise its judgment and express that 


judgment in a revised field price. 
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Q@ Well in arriving at that judgment, Doctor, perhaps you 
‘gan tell us,-nobody eee hes,-whet factors are ya 
into gecount. You say itis a poner ate judgnent; a 
judgment to be a judgment must be predicated upon 
certain steps of reasoning which lead to the conclusion 
and that reasoning must be predicated upon some facts 
which are pertinent to the subjett with respect to 
which the inquiry is being made and with réspect to 
Which judgment must be given; facts are marshalled 
before that consensus judgment, and there must be some 
if it is to be an intelligent one, before it is made? 

A The crude is of no value in the ground. The crude is 
of very little value as such even when produced. The 
crude takes on value by reason of what may be produced 
from it and the realization that will result from the 
products made from it, the choice of the products made. 
is not limited to the physical characteristics of the 
crude 1b experimental laboratories but is influenced 
strongly by what the market of the refiner will absorb 
of various products.e Take lubricating oll. If the 
American refiners produced all of the lubricating oil 
that is possible we would have so much lubricating O11 
that we would not know what to do with it. Therefore, 
there consequently is no use of running to lubricating 
oil any more than it is thought can be enoeed of at a 
profit. Now each refiner has his own bartt outer problem 
with respect to the markets which he serves or wants to 
serve. He may find for instance that there is no sat- 


isfaction in producing fuel oils because he cannot sell 
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it» There is no market for it. There is no realization 
in fuel oil. It is entirely possible however that if 
that residue which normally would be fuel nie is carried 
further, coke may be produced and perhaps coke is an 
acceptable product in that market but again maybe there 
is not enough coke market to take all the coke which can 
be produced but there are roads to be oiled and maybe it 
is better to produce some fuel oil and some coke and some 
road oil. These are judgments that the refiner must come to 
4S a conclusion of his exnerience in market ing in the 
particular area in which he considers himself competitive. 

He has a number of crudes to 

choose from. There ere very few refineries in the United 
States that have to choose one kind of oil; all of them 
might want to choose wast Texas Crude but all of them 
cannot choose East Texas Crude because there is not 
enough of it and the position is bad for some refineries 
and it may not have certain qualities that other re- 
finers want, so this refiner then is faced with the matter 
of which crude is he going to buy. Now assuming that it 
is an intregated company, the intregated company has some 
production. In the selection of the area in which the 
production is undertaken, consideration is generally made 
of whether that area is fortunate with respect tc the 
location of the refinery and if the field proves out all 
right and the quality is good for the particular require- 
ments of that refinery, that is all to the good, but 
whether this company is intregated or whether it is not, 
it must buy crude because no refiner is self-sufficient 


in the United States. Now in thechoice of crude it will 
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consider the physical quality of the crude in terms of 
what may be produced from it most advantageously and 
what it costs to lav that down at its refinery as com- 
pared with what it ae buy of similar quanity or with 
ad justments with respect to quality, somewhere else and 
ultimately in deciding to buy that crude and establish- 
ing @ price for it, it considers its market, the 
technologieal aspect of its refinery, the nature of its 
market, the nature of its competitors in marketing, the 
cost of transportation, the possibility of maintaining 
its own inventories. Those are some of the factors that 
it must take into account in this general thing called 
"meeting competition". I do not know whether that is 
in sufficient detail. 
As I understand it, you would say that the Board that 
sits to make judgment, deliver judgment, as to what the 
field price should be is first concerned with what 
products it will make from the crude that it buys, that 


will best serve the market that it is intended to serve? 


Yes. 


That is one thing? 
Yes. 
Having determined that it then looks around to see at 


what price it can buy crude elsewhere? 


Yes. 

Ana it is going to buy crude thet Ls suitavle for ita 
purposes st the lowest price it can, having regard to 
the transportation plus problems with which it is con- 
cerned? 
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Theat being so, it just comes down ee question of how — 
cheaply the crude can be bought of a type that will 
make the product that will serve its market? 

I think that is essentially what it amounts to. 

Yes? 

The refiner is interested in getting the crude for the 
least possible price to him, qualities and donditions 
of market, that he has given consideration to. 

Yes, sc that in the result all this judgment that we 
have heard about, amounts to, it is merely a judgment, 
if it be a judgment at all, it is merely an ascertain- 
ment of where crude can be bought at the cheapest price 


of a kind that is required? 


Yes. 


Having regard to the distance it has to he transported? ~ 
Yes. 

And so if in formiteythis judgment it is merely ascertain- 
uing what is the cheapest market in which it can buy, are 
we not concerned with finding out as to whether or not 
the cheapest place at which you can buy, be a place where 
there is an uncontrolled, flux production, which is 
having an evil effect on the industry a8 a whole or not? 
Some of our shrewdest buyers are taking advantage of the 
uncontrolled production that exists in certain areas of 
the United States and if they chisel far enough our price 
structures will not stand. They will break. 

Well then if I am following you aright, Doctor, you seek 
the point of lowest price of crude as a basic factor 

upon which to predicate a judgment as to the price which 


can be paid in any given field? 


a.-. 


i 
, 


v 


x Z 
= 
4 5 
= Be 
4 Je 
Ri F 


. 


Dr « 
(es) 


2 


A 


> 


A 


JOhn We Frey 


~ 14,008 < 


Taking into account these various other factors. 


Yes, transportation and quality? 


Yes, and there is one other factor that perhaps is ac- 


cepted too much as axiomatic, to require any separate 
consideration and that is a question of quantity. 

We are dealing with e large scale industry and for that 
reason companies buying will try to establish sources of 
supply that promises sufficient quantity to justify 
building up their connections in those fields. Some 
fielas are rather small, so small, we have some that the 
producers have to make an effort to find a refiner that 
will take it, simply because the scale is wrong, but if 
the scale of production is large enough to interest a 
refiner then he 18 Looking for the lowest price that he 
Gan get delivery in his refinery. 

Quite. I think 1 follow you perfectly, Doc tor, and it 
robs this question of field price of all its mystery? 
There is no mystery about field prices as I see them. 
You just go to the Lowest point and buy at the lowest 
place you can, consistent with quality, transportation 


and supply? 


Yes. 


And that is all there is to the field price? 

That is all. There is not anything fancy about it. It 

is just the workings of the ordinary econanic factors that 

are involved in practically all other types of purchases. 

Yes» That being so, Doctor, since uncontrolled production 
has brought about over-production, it must have its 


direct bearing upon lowest field price available, and is 


it a far step to say that to deal with the industry in an 
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intelligent fashion, one of the first steps is, whether 
it is practical or not is another cons ideration,-but 
certainly it is the eae is it not, to have present 
production in some measure conform to present demands? 

A Since I am a@ conservationist---- 

Q, I am leaving out the technique of which conservation may be 
one met hod? 

A Yes, by the method,you are not considering the method. 

Q Not at the moment, no, not until we come tb conservation? 

A Since I am a conservationist I believe that all oil 
should be produced in such a manner as to yield the largest 
practicable quantities of oil ana that oil produced for an 
excessive demand is wasteful, not only because the methods 
of production are likely to be wasteful but also because 
the best:reservoir for oil, prior to its use, except for 
working purposes, is in the ground. 

Q Yes, and in the absence of some measure of control,-I am 
not talking about methods now, I am not talking apout 
whether it be by government or by the industry itself, but 
unless there be some method of control of production, that 
is in some measure in consonance with present demand, 
there is very little hope for the producers? 

A I think that the history of the oil industry will demon- 
strate, without any question, that an absolutely un= 
c Optrolled production leads to chaos’ 

) Yes? 

A And that such chaos has visited the oil industry many 
many times in its history. Oil was found in the United 
States in 1859 I think was the year, it was either 1858 


or 1859 and we had our first chaos in 1861 and we have 
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had repeated periods of chaos ever since. 

And probably the present war may have saved another one 
right now? 

It is possible but even the war has not saved us from 
the chacs of Illinois. 

No. Now it is of interest, largely because it is in 
line with what I have been reading, and which I want to 
have explored by one capable of exploring it, as you 
are, there are other phases of it but as I understand 
they will be the subject of discussion by you later, 
Doctor, L will not pursue anything more now. We will 
adjourn for five minutes, Mr. Frawley. 

(An adjournment of five minutes was here taken). 
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Dina was ace Drowns 


TR. GG. BROWN, recalled; 
BY MR. FRAWLEY: Dr. Brown, you are still under 
oath, of course? 
Vege mori. 
Now you are going to assist the Commission in drawing for 
us the @conomic Lliné in connection with the price of crude. 
Or, ip. other words, to endeavour to assist the Commission 
in answering the question: What is the fair and equitabic 
Crice TOD eruce in Turner Valley? 
etc a Sh hie 
Wilk you proceed to do thet then? 
Based on the statement that has just been made by Dr. 
Brey, and also by the Chairman, which is that the 
JUGeTonD Used in arriving at a prices for-crude oil aa 
essentially the judgment as Jo.where the crude can be 
purchased at the lowest price, taking into consideration 
Meensporiavion, tarizts, yielas and other factors waich 
determine the value of crude; and also as soon as that 
price has been arrived at onthe basis of that judgment 
that then puts that crude in dynamic equilibrium with 
other crudes with which it is in competition and thereby 
in equilibrium with all of the crudes throughout the world. 
That is the basis for this judgment, and what I plan to do 
here is to actually go through the process by which I 
would arrive at that figure and show how it is done. 
Now the other crudes which might be used in place of 
Tarner Valley are represented and really summarized by 
tie Montana erudé, which is available to the refinery at 
Regina. Anya we rerer to hxnipey 7269" which shows 


the relative value to the refinery at Regina of Cutbank 
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erude and of Turner Valley crude as laid down at---- 

That 5 Mew MeCrath's Gxhibitel269%7 

That is right - at Regina, we have on the Exhibit "269", 
assuming this to be correct, an@ I have gone over it and 
believe 1%+is correct in all respects, an equivalent 

Value .ot 49 cgravity Turner Valley crude at Regina oF 
$1,96-7/10, to put it on a comparable competitive basis with 
the Cutbank crude of 37 gravity at a price at the well of 
$1.10. Now, the $1.96-7/10, which is the laid down relative 
value of the Turner Valley crude on this basis at Regina 
is reduced by the freight rate from Calgary to Regina of 
53-2/10 conts, and loading at Calgary of 5 cents, and the 
Dipeare jendyecaunering charge of 05 cents esto. value or 
$1.23 Dom Mioesravity Turner Valley exude vateine weil 
which is equivalent to $1.29% for 48 gravity or $1.194 
DCist eravity crude at the, well in lumnern Vaelieyw pased sor 
those transportation costs. On that basis iL <eo0) Bor 
the Turner Valley crude of 43 gravity, which IT understand 
is the current posted price, appears to put Turner Valley 
crude in dynamic equilibrium with Cutbank crude at Regina 
uncer those conditions as get forth in thal Bxhibit. 

Now, Unet is the basis upon which the’ proper priee for 
urner Valley ¢rude at the well. would be arrived ah on 

the basis of purchasing Turner Valley crude on an equal 
competitive basis with the Sutbank crude. 

MR. FRAWLEY: Is Cutbank at 38? 

Cutbank, 37 gravity at $1.10. 

Now, that raises the question at once of $1.10 at Cutbank. 
Where do you obtain that figure from, Dr. Brown? 

$1.10 is the posted price. it has been pointed out by 

Ure Prey although there may be some crude available and 


actually sold at less than the posted price at Cutbank, 
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the indications are the posted price of $1.10 is the 

price which it would be necessary to pay in order to 

obtain a continuing supply of sufficient quantity to be 
significant. 

You say that Dr. Frey has given the Montana crude situation 
Some thouent and it is his opinion to you thet $1.10 is) the 
effective price at the well for 37 gravity Cutbank? 

well, He can speak for himself. 

1 Will ask him to’ in a moment. But that is where you 
obtained the figure of $1.10, or did you make some original 
study? 

Vow Lverrivyed at this fissure independently and so testii¢ed 
when I was here last Spring, that in my opinion $1.10 was 
teeupr lec, teat should be paid, and - save my reasons. -ee 

I just have, and Dr. Frey has also presented substantially 
the same reasons in his general discussion, but has not, 

to my hearing, in this room at least, mentioned the price 
Dn w 


Let me do that then now. 


DR» “JOHN W. FREY, recalhod: 
MR. FRAWLEY: What is your option as’ tothe 
price, the effective price at the well for 47 gravity 
Cutbank crude? 
The posted price is $1.10 and it is my belief that it is 
the correct price, because it is standings up™uander the 
competitive situation that exists between Cutbank and 
other fields in the Rocky Mountain area, as related 
back to Mid-Continent. It is true that there is gome 


crude moving from the Cutbank field at less than the 


i at eb te wh oe at 
— OF % Ree, Peg panne 3a visto pet Pied 
i. wl) eae ate a 
pal tuatim Ohya nan stit wy, one: eed ae tT, Tad use: 7 oe aw 
Fool hdl, Lh Moy of dolutgetant af ae Aes iegomonee | Tg 
4 nites Ae Saas: ok Dia. Sit JR eel ‘aii tgotte 24 
Lemme TOD. Lee ge iG.” eit, vtiee A a 
remit oh, teat Toth yA tmeuem) @ ot 89 mites tliw 7) 7p 
moe oes Mey, wt Boror yOLs a to sett HE ait eal arne a 7 
a a et “evEped | 7 
6B bw, oh ge beegetar acres aul ae, Rae taie. i” 9H “ee : 
ce ae en me Ne el 30). py. bf oe . 
pes yO ewe dl ban eg. ae bean tod. i 
fa lee batagaen q rik med geri jail eas eyed tae: n ¥ 
A Wy ae ole fee: ie Peranty Bis i whdgeon aca oe 
at anh panies need ee on Aidt of ean lseed a. 
ae) | Me. 
wi, hee iit: ob; on wa, os 
lst is aE ae, sieht oD far 
| i gliets Mees Nia a esi sty went 


et pny SOLE el ve) an ls 


=A Oa 


Dr ° Al e Wee Frey e 
DE» is “a. BrOWn . 


posted price, but apparently not enough to upset that 
posting. It is also the Opinion of the Conservation 
Branch of the Department of Interior - of which Department 
I am a member, although I am not a member of the Branch - 
that $1.10 is a fair price for Cutbank crude under the 
present competitive conditions, and the royalty being paid 
to the Federal Government by producers in that field is on 


THe PASS Of GL. 10. 


WE. Tee Ce BROWN , recalled: 


Now, I presented that as an example of how one would go 

at arriving at the proper price for Turner Valley nee 
If there have been any changes, of course, in these Pi ouPe ss 
either as to the price of the Cutbank Crude or as’ te 

any of the other figures involved in that computation, 
those changes would be reflected, of course, in the 
conclusion which has been reached. Now, that sets a 
price in the Turner Valley field which must be met in 
order that the Turner Valley crude may be used in tte 
Regina Refinery on an equal competitive basis to the 

other crudes that may be available to the Regina Refinery, 
and therefore sets what may be regarded as a low price 
necessary to maintain the present distribution of Turner 
Valley crude. if the price goes above that then this, 
competitive balance at Regina is disturbed and the 
judgment of the people operating the Regina hefinery 
Wold thenbe "Well: if wé have te pay more than this 

for Turner Valley crude we can do better buying some other 


crude," such as this crude from Cutbank. That means if 
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the price goes appreciably above that then there will be 
a tendency for the Cutbank erude to displace Turner 
Valley crude at Regina. Z 
MR. FRAVIRY: +erhaps you will tell me if a. 
am interrupting at the wrong time and interrupting the 
course of what you are saying. Why is it that Regina 
has been selected? Why does the Company go to Regina to 
begin its calculations? 

The reason I lave gone to Regina in this calculation is 
that there is so much Turner Valley erude available and 
being produced that it mst find a market ana this crude 
must supply Regina or else back up On itself and go into 
storage at Calgary. If there were still more crude 
available and secking a market very urgently then we 
would look still further to see how much the price might 
have to be cut still more in order to displace not only 
Cutbank crude but possibly even go further east and run 
into competition with the Illinois crude, which has teen 
mentioned. But at the present time the amount of erudc 
which is being produced and sold from Turner Valley 
indicates that this is a point to figure the prrice for 
Turner Vallcy crude. — 
Well, now, it is also true that they determine the extent 
of the market into which they desire to send the refined 
products from the crude when they arrive at the price 

of $1.20 for 43 at the field. What is it that determines 
the extent of the area into which they decide to serd 
refined products? 

Now, f can discuss that right now, or perhaps I might 


better mention another point which was asked me by a cts 
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member of the Commission when I was here before, anc that is 

What determines the possible range of prices for that crude. 
in*owner words, this is really the low price. This is the 
price below which the Turner Valley crude need not go in 
orgerito reach a’ certainvmarket. :) There: tela prise below 

which Turner Valley crude must be in order to have. any 

market whatsoever. 

Yes. I am going to let you develop it because it is 

very probable you have thought of and intend to cover all 
points? 

it does not make very much difference but I thought 

it mishny pe a Little more: logical atr this) time. In 

other words, this is the low price below which it appears 
that no gain will be obtained by the producers by a 
further extension in markets. You say crude need not be 
sold below this prics, computed in this manner. However, 
infers: La°a price Which, if reached by Turner: Valley, crude, 

would. simply rob it of all its markets. It simply 
cannot be arrived at at all. Now if we take Exhibit 

Meoo, wien is a isimilam Dxhibit, Dmelimeve “prepared 

by Mr. McGrath, which represents the competitive conditions 
at Calgary between Turner Valley crude and Cutbank. 

However, on Exhibit "263" the price of 37 gravity 

Cutbank crude was taken at $1.00 instead of $1.10. If 

we make that adjustment and give the price of Cutbank 

crude $1.10, which is the same price we have used in 

making our computation at Regina, the figures are changed 

accordingly and the value ct LebarreLjofy imyithis: case 

48 gravity Turner Valley crude at Calgary - justa 

minute - the value of 1 barrel of 48 gravity Turner 


Valley crude in Calgary in dynamic equilitrium with the 
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Cutbank crude is $1.9289, being the value of 1 barrel of 
43 gravity Turner Valley erude in the refinery at Calgary. 
1.9289. 

AS against Cutbank? 

Putting it in just balance with Cutbank crude at $1.10. 
Now, from the $1.9239, if we aguin subtract 5 cents 
gathering and 15 cents---- 

MR. COTTEE: NOs ieee i cents = 

15 cents gathering and pipe line, that leaves us €1.7789 , 
as the price at which Cutbank crude would displace Turner 
Valley crude at Calgary. Now, that calculation is based 
on the same transportation charges as were used for the 
calculation at Regina and it shows Turner Valley cmde 
under those conditions at the well must not exceed about 
$1.77 and need not be less than about----I should correct 
this, this should be $1.67 for 43.gravity Turner Valley 
crude. 

And 48, $1.92? 

48 is $1.7789 at the well. So for 43 gravity Turner 
Valley crude the price must not exceed about $1.67 

and need not be below about #1.20, in order to get a market. 
If it gets much above $1.20 it will lose the Regina market 
and if it gets above $1.67 it will have no market at all, 
putting it in dynamic equilibrium with Montana crude. 

Now, those are the limits, you might say, of the price 

of Turner Valley crude at the nel. J Now, soe soci > = 
desired to continue wt run the Regina refinery on Turner 
Valley crude and to run more Turner Valley crude at 

Regina so as to push the products from Regina farther east, 
such as into Winnipeg or something of that nature, we 


have this kind of a picture. The apparent: equilibrium 
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between the refined products needed at Regina going east 
and the refined products produced at Sarnia or elsewhere 
coming west, is at Portage la Prairie, and if it is desired 
to push the products from the Regina refinery into the 
Winnipeg market, that is a distance of about 56-2/10 miles, 
the freight from Regina to Portage la Prairie is 4 cents 
fer gelion while the freight from Réesina to Winnipes is 
4.49 cents per gallon, making it mecessary to absorb on 
that end of it 48/100 of a cent per gallon to get the 
product into Winnipeg. But in Winnipeg there is a freight 
ditterential in favour of materials coming west by. freight 
irom Fort William and that must also be absorbed by the 
products which are seeking this market in Winnipeg. The 
freient trom Fort William to Portage la Prairie is 5.<e 
Gents per i2alion while the freight from Fo rt William to 
Writes 16 only 4 cents per gallon. ‘Therefore, there is 

/ 1.68 cents per gallon which must be absorbed by the 

7eliner or by these products if they are to reach the 
Winnipeg market. Now in these plans I am assuming a 
figure Or 23 gallons of retail products sold per arre) 
Ghecrude oj)].—. That. figure is not absolutely ecourate 

imo aucases, but it iis fairly representative. It is 
sufficiently accurate for these comparisons, certainly to 
arrive at a sound conclusion. If there are 28 gallons of 
retail products or products that will be sold in this 
manner per barrel of crude, Turner Valley crude processed, 
this differential of 1.68 cents per ga:lon amounts to 47 
eents per barrel of crude. Therefore, if we wish to extend 
. the market of the Regina Refinery to Winnipeg, which is a 


distance of 56 miles, to compensate or to absorb that 
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Gomoeyl Vive Citterential in the price of crude, 2uwill 
be necessary to decrease the price of Turner Valley crude 
by 47 cents per barrel, in order to take over the 
Winnipeg market on a competitive basis with the gasoline 


produced in the east and coming west. 
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Dr. Ge @. Brown -14,,020- 
Now about August 14th Mr. Teena Ineo pees Mr. Cottle | 
ina letter which I am not sure is in ovidoneo or not 
to the effect that --- 

*) MR. PRAWLEY: Just a moment, I will offer 


the letter from Mr, McGrath. It is signed "L, C. McCloskey" 
per Mr. McGrath, dated at Toronto the 14th of 4ugust and 


eaddrossed to Mr. Cottle at Calgary. 


THR CHA ITRMAL: Any objections? 
MR. NOLAN: No, no objections. 


(LETTER FROM MR. MCGRATH TO 
MR. COTTLH DATH#D AUGUST 14TH, 
19393 PRODUCED AND MARKED 
EXHIBIT "649"..) 
MR. FRAWLHY: Now, Dr. Brown, I suppose we 
had better have the letter read first? 
THE CHATRMAN: Yese 
( Mr. Frawley here reads Exhibit #649",) 
MR. FRAWLEY: Do you want to see that? 
No, The information of which, that I wish to show from 
that lotter of August 14th which is Exhibit "649" is the 
‘statement that between Portage La Prairie and Winnipeg 
approximately 500 barrels of Turner Valley crude would be 
required to supply the products and in i.innipeg approximately 
1250 barrels, making a total of 1750 barrels: per day:.of 
Turner Velley crude whieh would be run in addition to che 
present run if this price of Turner Valley cerdue were 
decreased 47 cents per »varrel. That would of course 
decroase the price of tho raw material at Regina for all of 
that torritory and would lead to a corresponding roduction 
in price in rotail products in Regina and the other parts of 
that torritory but it would meet the products refined in tha 


Hest and coming ‘est into Winnipeg. Now let us sse how that 
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would affect the producer in Turner Valleye If the producer 
in Turner Valley is now supplying to the Imporial approximately 
10,000 barrcls of Turner Valley crudo per day, is that substant- 
lally corroct? 
MR. COTTLE: Yes. 
WITNESS: And by cutting the price 47 cents 
per barrel hs could now deliver to the Imporial 11,750 barrels 
per day, this decrease would be in proportion, whether or not 
we take the figuros of the entire refining indastry or simply 
use tho Imperial as an cxample, I am using the Imperial simply 
because those are the only figures which are available to me 
at this time. The praesent return por day to the oil producers 
in Turner Valley on the 10,000 barrels being sold at ,»1.20 
He ole ;0OO.00s the return to him for the 125750 parrels 
por day at 73 cents, which is 47 cents less, is only 
903077 ¢50% therefore, the producers in Turnor Valley would 
be called upon to produce and deliver 11,750 barrels instoad 
of 10,000 barrols per day and they would receive gross some 
9,422.50 less; clearly then there is another reason why 
the price in Turner Valley crudo should not be reduced ‘below this 
@l1eca0 for the purpose of pushing refined products furthor 
Fast than Portage La Prairies, unless there are some other 
factors which come in but there is no reason for loworing 
the price of crude as a means of doing it and therefore it 
has indteated to mo that the price should not be lLowor 
than $1.45 at the refinery in Calgary, which figures back 
to ~l.20 in the field. Now simultaneously we can do the 
samo kind of a problem going south, going into southern 
filberta. 

Q TH CHAIRMAN: Where is that fifteen cents 
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made up, that is the old pipo-line rate? 

A That is the old pipe-lLine. 

Gi MAJOR LIPSHTT: | Have you taken it at the old 
rate of oxchange? 

4 I have not considered changes in pipe-line rates, changes 
in exchange or changes in manufacturing costs in any of my 
figuros; that was discussed and the Attorney suggested ws 
stick to the same figures we had used as prior to these 
disturbances so that wo would have the picturo as it existsd 
then. 

Q THF CHAIRMAN: Do you call that change in tho 
pipe-line rate a disturbance? 
MR. FRAWLEY: It is a disturbaneo to the 
Royalite Oil Company. 

Q MR. FRAWLEY: All right, Doctor, so long 
as We understand it. 

pa We can take all of these things into ecnsidoration 
if you wish. It is a very simple matter to dn su because 
age my figures here but I wanted you to understand the 
basis of it, the basis on which the comparison is being madc. 

Q MAJOR LIPSETT: Before you depart from that, 
Dr. Brown, Solely on the compstitive point of viow, do I 
understand that at Regina un a crude oil price of $1.20 loss 
44 conts, that Turner Valley c@n compete in Regina? 

A Yes, with the transportation costs as they weré at this timo 
and so one 

Q Yes, and I also understand that at $1.67 ' from the competitive 
point of view it can compete at Calgary? 
Yes. 


Q At the Calgary Rofinery? 
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Yes, that is if the price of Turner Valley crude gets around 
plc67 then it is possible that the other crude might displaces 
Turner Valley from Calgary. 

That is --- 

it is the uppor Limit. 

That is the uppor Limit? 

If it gots above that it is apt to lose all of its market. 
That gives you exactly 47 cents difference? 

Yeso 

Which is exactly the difference that it would have to consider 
to get the whole Winnipeg market? 

Phat is right» It is a very interesting condition. 

That is on the assumption that on that basis they would get 

as much gasoline into Winnipeg as is refined in the Calgary 
Refinery? 

Oh, no, no, they would only gst enough into Winnipog to around 
1750 barrels per day. 

No, but if they considered the 47 cents for Winnipeg ---- 

In order to get into Winnipeg. 

To get into Winnipeg and they got their extra 47 cents here 
for the Calgary Refinery? 

Oh, that is AL rropents 

Then tho whole “Winnipeg market could be Supplied with Turner 
Valley crude even if the Winnipeg market were as big as the 
market from the Calgary Refinery and still kéep the price 
Plen0s 

I am afraid I have lost that; in other words, if I understand 
you correctly, you want to supply the present 10,000 barrels 
per day, lot us say, to the Imperial at 41.20 and then in 


addition you would like to give them another 1750 barrels at 
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76 cents so that they could take this markot down to ‘jinnipeg. 
No, that is not quite what I was coming at, Dr. Brown; what 
I was coming Aes ye if you took it only on a competitive 

pasis with Montana, they could pay for their Calgary Refinery 
markot 31.67 and still hold their Turner Valley crude market? 
Well; thet is right in Calgary. They cartainly would loss 
a great part of it south of Calgary and so on because I have 
another ealculation which I was just giving, which I was just 
going to presosnt which was the competition between the 
finished products in the south. 

But if they have --- 

Assuming that. 

L assume that it may be subject to some criticism or some 
deduction but on the figuras you gave me, they have 4a margin 
of 47 cents per barrel for tha Calgary Refinery market? 

Yes. 

Well now assuming that the Cslgary market was equal to that? 
Y6S. 

That 47 cents which they have at Calgary applies tu Winnipeg, 
would you expect the whole Winnipcg market to be supplied with 
Turner Valley crude? | 

That is eorrect providing the price of gasoline and other 
finished products in Galgary is inezeased so as to absorb 
this 47 cents. 

IT-am aSsuming that, I am assuming it is based on the $1.67 
for Calgary? 

Phat amounts to almost 2 cents per gallon of gasoline; in 
other words, if the gesoline price in Alberta wero to 
increase 2 cents per gailon roughly and then if the 2 eonts 
per gallon paid by the consumers in Alberta could bo used as 


a bonus to be paid to the oil producers for them to dump 
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thoir ofl down in Regina --- 
Well now assuming --- 
Excuso me. 


Yes? 


a 


And the oil producer would then be exactly squal and so would 
the rofiner. They would both have the same profits thoy 
now havée 
Q Then assumihe) as I gathor your figures are, that the Winnipog 
market would only bo @ couple of thousand barrels as against 
10,000 barrels, they would only have to absorb cne-fifth cf 
that. 47 cents would they not? 
4 Quite. 
Which would be a very small differoncs. 
Lit weuld be about, let me sec, to take that market at 1750 
harrels which is 17% anda 47, that would amount to about 
one-third of a cent por gallon of all gasoline sold in Alborta. 
Q And if that wero carried out and a genuine dasire to handle 
this Alberta natural resoures, for 1 very trifling sum all 
round, the whole Winnipeg market could be ezptured couldn't 
aCe 
L Yes, if the consumer in Alberta would be satisfied paying more 
for his gasoline. - 
One-third of a cent per gallon? 
One-third of a cent more, then the refiners and the aruda 
producers could aperate and could tako this market through 
Winnipeg but of courso that really doos not benefit anybody 
in Alborta. 
Q Woll altornatively, if the company tnok one-third of a cent 
por gallon less margin on their gasoline for their Wostern 


refineries? 
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A YeSe« 

Q They could do that, couldn't they, without any increased 
cost to the Alberta public? 

A Well somobody has got to pay for it, either the crude 
producor, the refiner or the public or some othor bengsfactor 
and I was making the caiculaticns on the assumption, first 
of all that the crude producor was going to cut his prices 
in order to get the wider market and I was saying that there 
was no senso in the crude producer cutting his price below 
the »1l.20 in order to got the wider market because he would 
immediately get a lower gross return. 

I understand that. 

I believe also there is no sense for the refinory to cut. 
its price because they get a lower not return and in my 
opinion there is no sonse in the consumer in Alberta paying 
more for gasoline in order to pat some gasoline down in 
Winnipog becauso it really does not benefit anybody up here. 

a Well, supposing the refiners, interested in a Canadian business 
and in a Canadian product sech as Turnor Valley crude did 
that, would not ali that he would suffor by doing this be 
Very vurifling? 

Woll thero is another --- 

Let me follow it a- little further, would he not have the 
extrs volume in his western refinery to make up for any 
small margin? 

4 There is another point which I plan to discuss and which may 
answer your question and that is this, that if the Regina 
Refinery can run moro crude, it can run that marginal crude 
at a moch lower cost per barrel than it could its regular 


production and undor that condition the refinery itself may 
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find it more profitable to take on a widor marketing aroa, 
even although the roturns from the fringes of that marketing 
area arc much less per barrel than it is for the major part 
of the area; tha t moans, / am showing first of all it is 
not sound for the crude nodes to out his price to take on 
this market$ thon I wish to analyze whother or not it is 
sound for the refiner to do that and I am simply indicating 
that it is not sound now for the rcofinor et Regina to go 

all the way into Winnipeg to get this market. They cannot 
do it without losing monoy on it but they can go a big way 
towards Winnipeg and they do. We do not find a hard and 
fast linc whore ends the oconomic points. W8 find somo 
products from Turnor Vallcoy going past that line and somo 
products from the other crudes coming past the line to the 
West. There is a kind of fringe. IL think Dre Frey used 
that word, an economic fringe, Now if we tako tho competition 
from the refined products coming up from the south into 
Alberte in the same way as wa have taken this competition of 
the refined products coming from the Feast, let ust assume: 
that we have this dynamic squilibrinm, in competition betwoen 
the refined products at Champion, which seoms to be indicated 
from the postod freight rate on tho old basis and let us 
extond the markcting area ofa Calgary refinory further south, 
let us go 63.8 miles further south, to Sterling; on the 

old rates the increased freight charges from Champion to 
Sterling coming from Calgary amounted to 88/100ths of a 

cont por gallon and on the other hand the decroased froight 
rates from Coutts up to Sterling, as compared with Coutts 

to Champion, amounted to 8/l0ths of a cent per gallon, so 
here again wo find that tho crude would havo to absorb 


exactly the same figure on the old froight ratos, 1.68 cents 
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por gallon, in order to go from Champion to Sterling on 

the competitive basis of the refined products and that figure 
is exactly the seme as it was to go from Portage La Prairis 
into Winnipeg. Therefore, we can mt those two things 
together and we can say, "Now the crude producer can drop 
his,price 47 cents per barrel and he will get not only the 
1750 barrels per day in Winnipeg but he will also get some 
more distribution down in southern Alborta," and if we 

assume that that distribution in southorn Alberta amounts 

to about 1000 barrels per day, - that is mainly an assumption, 
Ll have no figures on it, - that is going from Champion. to 
Sterling, we now find that the crude producer in cutting his 
price from $1.20 to 74 eonts, will absorb all of the costs 
involvod in oxtending the retail market so as to increase 

the throughput of the Calgary Refinery 1000 barrels and 

of the Regina 1750 barrels, making a total of increase of 
2750 barrels and we still aave the same situation. the 
10,000 barrels at 41.20 will net the producer 912,000.00 
while the 12,750 barreis at 745 cents will net him about 
9,450,00, so that the crude producers take a gross loss of 
$2550.00, over all. if they cut the price in order to extend 
the market Clearly then the price for Turner Valley crude 
should not be less than this 1.20 on this basis because if 
it is less than $1.20 for 45 gravity, there is absolutely no 
gain to the crude producere 

Now teking those factors 

into consideration it is my opinion that the fair price for 
Turner Valley cruds, mesting the competition of crude oil and 
meeting the cometition of refined products, should not bs less 


than -this $1.20 and $1-20 does put it in competitive equilibrium 
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with the Cut Bank crude at Regina and that is based on tho 
figures as they existed last June so it is my opinion that 
that price is the fair price to do the job that is required 
of the crude oil price. 

Q MR. FRAWLBY: Now, Dr. Brown, have you 
finished that particular picture? 

A T have finishbd that, Sir. 

Q, That is all based on the assumption that all the price, the 
whole of the field price, must go down for all of the cruds 
which the producer sells, to gain the Winnipeg market? 

A That is right. It is based on a uniform price in the field. 

Q Wow, it seems to be in the mind of some people highly 
deplorable that the Turner Valley producer has lost the 
Winnipeg market. We had it for maybe one or two years, 
now it is sad to contemplate that we lost that to lllinois, 
and it is present in everybody's mind, and I am suro in 
the Imperial Oil's mind as well, that that market should 
be recaptured if it is at all possi*le; is it entirely 
preposterous to suggest, an entirely preposterous suggestion 
to make, that some scheme might be worked out whereby for 
the Calgary requirements a certain price might be posted and 
obtained, - I am not thinking of any additional price to tho 
consumer, that is the last thirg I am thiftiking about, that 
there should be any additional price to the consumer, but 
that a certain price should be obtained, a certain price at 
the well, for what goes into the Calgary refinery and a 
certain price for the extra amount which is used to go 
further into southern Alberta, if that would seem to be 
desirable, and a certain price to go further eastward now 
to recapture the Winnipeg mar‘et; and I would like to 


have your views and, perhaps, also in duo time Dr. Frey's 
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views about the advisability or the non-advisability of 
any such scheme as that which would probably mean the 
intervontion of some marketing board or something liko that? 
I believe br, Frey can discuss that question with more 
familiarity than I ean but it is my opinion that any 
such situation as that is fraught with dynamite and is 
almost impossible. The only way it could be handled at 
all is to establish a complete monopoly by some means and 
use the pool or the Cartel proposition and pay a uniform 
price to all the erude that is vrodueed in the field 
and then sell some of it at a higher price and some at @ 
lower price. It certeinly is not a system of free 
competition and you are throwing over all the bases that 
we have used and all the bases that we can use to try to 
figure out an economic balance or what is an economic 
solution of the problem. It changes the pieture cntirely. 
Would it be very difficult to work out, you sey they would 
have to take 47 cents less to get the Winnipeg market, 47 
cents less than the $1.20, and you see, that may be mixed up W. 

the Whole price of 73 cents, would it be a difficult thing 
to figuré out how much less, what the position of the 
thing would be if he got 47 cents less for just that portion 
which went into Winnipeg atid 46 cenvs: dege=——- 
THE CHAIRMAN: | is there’ a practical difficulty 
in setting up two prices without creating a pool, a unit 
operation, have you not the practical difficulty that 
everybody would want to sell his oil at the higher price? 
Yes. 
Nobdody would want to take the low price, isthat not the 


real practical difficulty, in the absence of a unit operation? 
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| 

| 

Bb | I think that is absolutely true and I belicve that Dr. Frey 

i 
| has stated that here, has he not? 


Yes, he has. 


A | He will answer that but I agree with what he has stated which 


2 


was to-the effect that if there is a regular price posted or 
considored to be @ regular price in the field and there is 

| appreciable crude moving out of that field at either lower 

| or higher prites ahd thet continues, sooner or later there 
will be a shifting in the uniform posted price. Now if 

| we are going to have a standard price of $1.20 in the field 
and if considerable ace is going at 75 cents a barrel, 
that situation cannot exist for any length of time without 
either all of it goes to 75 cents or 


say ol.10 


some thing happening, 
they strike a compromise somewhere in between, 
or something else happening, unless you have in the field 


@ complete monopoly such as the cartel or @ pool or something 


of that nature. 


Q. I suppose somebody will discuss it in time, but outside of 


@ monopoly there may be divided ownership in unit operation, 


may there not? 
A You mean-unit operation in the field? 
Yes. 
Oh, YeSe 


And yet divided ownership? 


| Oh, yes» It has not always worked out successfully but 


there is no reason why it cannot be done. 


Q However that, I suppose, belongs to Dr» Frey; Tama 


| little at a loss to know when not to ask guestions and 
when to ask it. We are dividing up our Work. 


MR... FRAWLEY: That is one time not to ask ite 
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THE CHAIRMAN: All Tights We will leave it 
DOGctore 
WITNESS: I will do my best to answer 


questions put to me. 
THE CHATRMAW: I would like to keep everything 
in the order in which you and Dr. Frey have arranged. 

A Dr. Frey is more familiar with that than I am. 

@ TH CHAIRMAN: If I go beyond your sphere you 


mizght stop meo 


Mie, bao fe Noe : May I ask a question at this 
time? 
THE CHALTRMA? Yes. 

Q MR. PLOTKINS: Dre Brown, you are aware 


that the original basis of an established field price in 
Turner Valley as evidenced by the statements of Mr. McGrath 
was exactly as you have been discussing, so many barrels 
at one price to serve a certain market, so many barrels at 
another price to serve a certain market and so many barrels 
at another price, and they struck an average by taking the 
three greas? 

A Yes. 


Now why are we disregarding that method at this time when 


& 


we are exploring the possibilities of that price? 

A In my opinion it is an unsound method and in my opinion it 
was found to be unsound by the Imperial Oil Company and in 
my opinion that method has been abandoned. I may be wrong 
but that is my opinion of the situation and I think you had 
@ beautiful example right here in the Tmrner Valley field 
of the fallacy and the unsoundness of such a method. 


Q MAJOR LIPSETT: Yiould it be unsound, supposing 
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that 10% of the products, the output of Turner Valley went 


into Winnipeg? 


A Crude oil, 

Q Yes? 

A You meen the crude oile 

Q 10% of the Turner Valley crude available, found its way to 
the Winnipog market. would there be anything unsound, that 
for that 10% of their production, the Turner Valley producers 
Should give a refund, a rebate, of what would be necessary 
to cover that 10%? 

A Who is going to pay the rebate, that is what is bothering me? 

Q The producers will have to? 

A oh, the producers would tax themselves to pay the man who 
sells his-oil at the lower price. 

Q They would give that reduction or rather 10% of their output. 

A That is again operating as a poole 

Q So far as that 10% is concerned? 

4 Yes, they are really pooling their oil, that is what it amounts 


Q Tate the 10%, 

A Well that is operating aS a pool. You have disturbed the 
competitive system and you are operating the entire oil 
field as a pool and selling crude at different prices but pay 
ing the same price at the field. 

Q That would be in the hands of three or four or five buyers 
at the prosent time, and they could control that? 

A No, I do not think they could. 

Q LOU ao Hot? 

A I think you would have to set up a complete monopoly and 
operate the monopoly of the crude in what we call a poole 


I do not seo any other way of doing it. 
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MR. PLOTKINS; We have at the pressnt time 
united operation insofar as the production is concerned, 
Doctor? 

In some places. 

I mean in Turner Valley. 

ALU PLS 6 

Have we? 

I do not know. 

Well I mean there is a Conservation Board. that orders tho 
emount of allowables? 

Well that does not make it unit operation; that simply makes 
the allowable or pro-ration. 

San you tell us how it was that the Imperial produced for 

two years and meinteined a figure based on the average market 
valuc to each refinery of the crude and now you say it 
cannot be dono or it is not feasible, what has changed in 

the marketing situation to warrant that opinion? 

In my opinion they never did maintain a crude price on twat 
basis; in my opinion they set these figures down on a 

piece of paper and came to a conclusion arrivod at by some 
process of their own of which I am not familiar, as to what 
they thought was a fiar price. They posted that price 

and went ahead and operated and it was not long before they 
found they had to pay the same price for all the crude and 
chargo that crude to the various refineries at the same prico. 
Otherwise you have the consumer in Alberta paying a higher 
price for gasoline than he should pay. 

MAJOR LIPSET?: Well, so long as that situation 


exists, Dr. Brown, would not the effeot then be that the 
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Imperial was shipping their gasoline into Winnipeg on the 

basis of 191.20. ! 

I believe at that time the competition from Illinois was not 

so severe and the situation was quite different. This 
competition that I have had to figure on in Winnipeg represents 
the eompetition of Itlinois crude coming west and as it has 
been indicated the eonditions in the Illinois field are rather 
chaotic. 

Have you done any investigating, Dr.» Brown, as to whether tho 
prices of the refinod products on the Winnipeg market have 
been reduced? 

I have. not. : 

MR. pega Len DiahrA Doctor, in most all basie 
commodities shipped from this provinee to other parts of the 
world they are shipped on that basis; butter for examplé is 
the Vancouver price less the freight, in Alberta and every 
butter manufacturer in Alberta admits that he gives discounts 
for that Vancouver shipment, The same applies to sugare 

They all give separate discounts and that is the Vaneouver prico 
plus the freight, and they are not uniform; the same applies to 
meat; the same applies to flour; so it is a principle which 
has been accepted in all the basic commodities here and it is 
in the export of wheat from this nation, it is 20 cents to 
Vancouver for export and that means a difference of ten times 
five is 50 cents in a barrel of flour and it is 40 cents if 

we consume it at home, so it is something which has been well 
established throughout Canada as a whole. 

There is a little difference there, take wheat for example, in 
wheat you have producers at the verious points in a wide area; 
in order to find a market they must lay their wheat down in 


competition with the other producers and the wheat as grown 
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700 miles north must be laid down at the elevator at the 
seme prive that wheat is, as grown only five miles north. 


Yes? 


> 


A Therefore, the price of wheat is determined at the point 
of competition, is that right? 
Yes, exactly, and that is just the argument. 

4 Just a moment, please. Then in erude you have just the 
reverse of that, youhave your crude all in one field, that 
is the point of shipment of the erude and the price of crude 
will be determined at that point of shipment in the same way 
as the price of whoat will be determined at the poins of ship~ 
mente If the oil wells were all over the Dominion and you 
were gathering that ail and bringing it all to Calgary, then 
you would have the same situation you have in wheat, and you 
would find a different price at eaesh well, but that the price 
at Calgary would be uniform because that is where the compot- 
ition would be felt. Now, you have the reverse of that. 
You have all the oil wells in furner Valley, practically 
speaking, and the price,there, that is where the oil is in 
competition, one well with the other, and the price there 
must be uniform, and them you carry your price back to the 
various points where it is consumed and you figure the 
price at Regina, Calgary and other places, baged on 
Turner Valley plus transportation. 

q Well, again I come right back, we have listened to Dr. Brown 
explaining that g world commodity seeks qa world level and 
so Will oil. We have Turner Valley as only one field of 
apparently many more smaller fields in Alberta, just like 
your oil fields in the United States, and the price is 
not fixed in those field in the United States, it is fixed 
on a world Level, on a competitive basis. Therefore 


I still say that the explanation you have given does not 
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take away from the Commissioners! viewpoint at all; in 
fact, that is just exactly what Dr. Frey has been saying, 
that all the fields of the United States must meet that 
Word: Leview? 
Peis ASpemieh't . 
Just the same as we must meet the level of Vancouver or 
Montreal with our wheat? 
That. is righ ts 
Vor Our, exeess going out of this country? 
Yes. 
AOC wWhetner 1 t Ts an international export or a provincial 
one, it is the same principle? 
That is right. 
Aad IeStile enim it is possible, and it is done in every 
other commodity in Canada? 
May I say one word, Mr. Dinéman? 
yes? 
Tiat i aeres witn you entirely that the crude price 

as determined by any particular Tield on in ayy 
£2610, Must meet world competition at the point “where that 
competition neers) ie oO unver words, it must meet it at the 
Galf or at the Seaboard or somewhere else, but within 
each field where the wells are rather closely located there 
is, of course, competition between those various wells and 
the price at thé point of shipment on certain crude froma 
certain field must be the same; otherwise, you have a 
Chaotie price structure in that field. Now, that is what 
I am talking about here. I am not talking about the 
competition of crude in the world markets. I am talking 
about the competition of all the producers in a certain 


TLeid, and the price out of that field mist be uniform, 
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just the same as the price at the elevator for wheat must 

be uniform, and because they are all located together, the 
only differences in price that can exist would be with 
differences in the gathering charges and that is usually 
Neelipivpie in any one TPieidy therefore, 10 1s economical: 
unsound in the system of competition, and it has been found, 

i think I am safe in saying, impossible to maintain over any 
length of time different prices for the same crude in the same 


Dee eon Lie competitive basis as they are now operating. 


(Page 14,039 follows. ) 
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Dr. Brown you may be a little time going through 

with this suggestion which needs to have some more 
thought put upon it. What decides the com- 

petitive system in the oil fields? 

As I sey at Calgary, the competition at Calgary refinery 
requires a certain price in conflict with Montana crude. 
Yes? 

The requirementS at the Regina refinery mean a certain 
price in competition with Montane. Then to extend the 
parcel ci wuker the price mish, be wo. much. 

It seems to me you could have all the competition in the 
world but you must have the intervention of somebody, 
some marketing Board, some Cartel or some Pool or some- 
thing of that sort to. establish more than one price, Why 
should it -be~necessery to knock down the prices. for all 
Spuce wits This: Low Of, 373" 7 

Now let us talk on the same basis and I think I will 
agerse with you. As soon as you say you are going to 

Uli ee OO jor i, Cartel dn the Piel d then you, no, Longer 
have competitive COnGMa Ons tn thet Fiela. 

THE CHAIRMAN: No local competition of 
one producer egainst the other. 

MR. FRAWLEY: There is no local competitiGn 
of one producer egainst the other. Wat competition is. 
there at the moment of one producer against the other 

in Burner Valley, none, at all. 

TE? CHATRMAN: If 20% of the oil is going 
to be sold for 20¢ and 80% is going to be sold for 90¢ 
you are going to find there is very real competition eas 
to who is going to get. the 90¢ end who is going to get 
the 20¢, es between individuals. 


Thet is what I am talking about. 
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MR. FRAWLEY: Is there no answer. Nothing 
can be done to overcome thet, no ingenuity of men can 
overcome that? 

THE CHATRMAN: Yes the ingenuity of part- 
iculerly those who are in the field, who are willing to 
combine, if whey are. Or if greed be forcibly proposed 
there should be some compelling combination end the point 
the witness makes is you have to get that unification 
somehow before you cen do this thing. 

Or else it won't work. . 
MR. COMMISSION&R LIPSETT: Why would notn the noneee 
field price be 31.20 for 90% and the 75¢ for whatever 
will be necessery for 10%? 

In my opinion thet cannot be done unlescs you operate 

the entire field with a Pool production and my opinion 
is - I do not know of a single case where any such 
effort has been successful. Unless all of the producers 
have to pool their oil and they have to operate 4s a 
Cartel or a Monopolistic Fool. 

MR., FRAWLiY: One short gucstion, that 
23:5 want to ook et the other side of the picture. what 
is the alternetive? We must wait in this province until 
there be such heavy production that the producers will 
be Willing to go down to 73¢ for all of their oil and 
thet then and then only can we recapture the winnipeg 
market? 

No. Illinois might straighten things out. The price of 
Illinois crude might go up 20%. 

Thet is a little bit beyond our own doing. 

Thet is a very real probability. 


But if that doses not happen? if that Illinois competition 
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stays as it is, then we have to wait until the 
producer is sétisfied to go down in the scale to 
73¢°? 


A In Order to do what? 
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you have to do what? 

To recapture the Winnipeg market? 

Well, if you want to recapture the . Winnipeg Hit Sy that 
ean be done in a number of die rerent veya: one thing, 

of course, is just arbitrarily do it, slap on a high 
freight rate from Fort William to there or put on some 
Crue etax s 

Do not say "we" because we have nothing to do with that, 
this Province. | 

Ch. 

That is another body altogether. 

Then you can operate as it has been suggested, the entire 
MirnersVelley and ali vthe other oii fields is a poolgand 
"All of you producers now have to turn your oil into this 
pool and we will pay you whatever we please.” 

That is the other way? 

ThaG 18 One possibility. 

Me only other one is to go. right down the. seale to 73 
Gentsuror sBliswour oll? 

Thisreé aré lots of ways of doing the thing Dut what loam 
trying to discuss are the ways of doing it within our 
economic system as it now stands. Of course, if we 

See Out OL, the situation as.i%t is and talk about something 
else, why we can go into "Alice in Wonderland" and find 
lots of ways. 

Ora ite Wigerd of Og." Me 

MAJOR LIPSETT;: L. Wouldb6. ead. Dre Brown, 

it you would develop a little furthexs your views about 
that suggestion I made? | 

Of ane pool? 


No, not of the pool, the posted price being so much fer 
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90% and so much for 10%, just as so much for 45 gravity 


and so much for 43 sravity, I would certainly like to 


near you further on that. 


THE CHa IRMAN: We will now adjourn. 


(Toe inquiry was here adjourned to be resumed at 10:30 


A. My -Oetote r 19th.) 
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Exhivdit' 650 
Statement prepared by Mr. Cottle, 
entitled "Statement of freight 
rates, and Preigeniidiprerenvials 
to points between Calgary and 
Coutts at proposed agreed charges 
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DR. Ge G. BROWN, having been 
recalled, examined by Mr. Frawley, said: 
Q Now, Dr. Brown, you were, I will not say interrupted, but 
the course of your remarks yesterday was disturbed by being 
| asked yous views on the possibility of there being more than 
one price established in Turner Valley or some other scheme 
| evolved, to enable the erude to go as far as winnipeg and 
for that purpose to have the producers of that amount of 
erude take a lower price; I am going to suggest that for 
the moment you defer any further consideration of that until 
you have completed what you wore saying to us before that 
discussion arose on the matter of the proper ficld prices of 
Turnor Valley crude; will you coneludoe that to your own 
satisfaction and then please take up the question of the 
two prices, aS it might be called? j 
al All right, thank you. Yesterday I had indicated -that the 
competitive price for Turner Valley crude as shown in the 
Exhibit "269" based oe Sut Bank crude at 11.10, was substant- 
fally correct and indicated for those figures used in fxhibit 
"269" g price of $1.29¢ for 48 gravity Turner Valley crude at 
the well with tho transportation charges as used in that 
compilation; this would correspond with )1.19> for 43 gravity 
crude, which is practically the same as the posted price of 
61.206 
I tried to say that any effort 
to push the market further Bast and further south penetrating 
further this economie fringe which is the point where compet~ 
ition is balanced between the finished products made from 


Rogina going sast and the finishod products made from Sarnia 
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and other points east, coming west, and similarly this fringe 
where there is a dynamic balanco reached in southern Alberta 
between the finished products coming north and the finished 
produets from Turner Valley going south, was unsound because 
any gain in the number of barrels that might be shipped from 
Turner Valley could be accomplished only by such an enormous 
reduction in the price of crude that the net result would be 
less dollars in the pocksts of the crude producer for moro 
crude producsad. 

I have made sone calculations 
of a similar nature but not quite so thoroughly which indicates 
that the erude producer would be better off, both in dollars 
per day and in the amount of crude he would have to run, that 
is he would get more dollars per day for producing less crude 
per day, if he did not push this economic fringe quite so far 
east or quite so far south; in other words if the prices, 
on the bases shown in Exhibit "269", were somewhat higher 
than $1.20 per barrel, it is true that not so many barrels 
of crude would be run at Regina and perhaps not quite so 
many at Galgary, - although I do not think it would make any 
difference there, - but the net result would be that the 
crude producer might receive, instead of »1.é5 per barrel 
for his crude, I am sorry, I mean instead of $1.20 per 
barrell for his crude, he might receive $1.25 or some such 
figure and still have as much money in his pocket per day, 
or more, and actually produce less crude. 

On the bases of those comput- 
ations, it is my opinion that the price of »1.20 for 43 
gravity crude in the Valley based on the transportation 


charges shown in Bxhibit "264" is sufficiently low and that 
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it should not be decreased. any further and if any change is 
made under the present competitive situation, the price should 
be higher than, rather than lower, for the reason that it will 
give the crude producer more dollars, without calling upon him 
to produce any more crude; also it will have practically no 
effect on the cost of the finished products because of the 
fact that the consumption of the finished products is expand- 
ing through this territory, with the result that the refineries 
are putting more barrels per day through in 1939 and 19458 than 
in the years immediately previous thereto, which leads me to 
the conelusion that no effort should be made under the present 
conditions to seek a wider market for Turner Valley crude by 
taking any reduction in the crude oil price. 

Now what effect such an action 
may have on the dovelopment of the field is of course somewhat 
speculative and perhaps I am not as thoroughly competent to 
Speak about the production of, the development of oil fields, 
as Dr. Frey or other people, but I am convinced from my study 
of the situation, that the development of the Turner Valley 
field can best be brought ebout on a sane constructive basis 
by maintaining a fairly consistent price for the crude; 
particularly if such a price is indicated by the competitive 
situation as it exists in Regina and that that price at the 
present time, - not taking into account the changes in the 
pipe-line rate, - might well be approximately {1.25 per 
barrel for 43 gravity crude. ‘Changes in the pipe-line rate 
would, of course, affect that. That will give the producers 
and the oil drillers a fair figure to stimulate further 
development of the field. When, as and if, the field is 


doveloped so that there is a very large potential of crude 
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seeking a market, then of course the situation will have 
changed and it might then be well to consider the necessity 
of finding wider markets and other means of reaching those 
markets, than the cutting of the price of crude. For 
example, assuming that there might be 50,000 barrels of oil 
per day seeking a taarket from these oil fislds in Alberta, 
with 50,000 barrels of oil per day, it is very probebly 
that some cheaper means of transporting that crude furthor 
east, or in other directions, would be found, than the means 
at wesent available. That being the case, a much wider 
merket can be obtained by a rolatively small cut in the 
price of crude as compared with what we have figured yester- 
day, a cut of 47 cents, to gain some 2000 barrels por day. 
Now in general those are my 
conclusions regarding what might be considered to be a proper 


price for Turner Valley crude under present competitivo 


conditions and my well considored suggestion as to the policy 


which should be adopted in developing the fields in Alberta. 
Now is that every word you want to say on the question of 
what the proper field price should be and how far the crude 
in your view should go? 

I think that leys a foundation so that any one can compute 
what effect the changes in transportation or other factors 
might havc. I doliberately excluded any consideration of 
any oxchange rates because I would regard any such consider- 
ation indicative of what might be called "profitoering". 

I take it then thet you do suggest that the price might be 
increased for 43 gravity crude from $1.20 to ‘31.25 without 
any change whatever in the price of the refined products 

and without taking into account any change in transportation 


rates? 
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Yes, that is substantially what I believe would be tho caso, 
what I really wanted to say is that if any change is made it 
should be from 31.20 upwards rather than from »~1.<0 downwards, 
faced with the situation as it now exists. The calculations 
actually show wl.1¢° decimal 5, to put it in economic balance 
with the transportation facilities as they were last spring 
but I believe that a slight curtailment in the market that 
might be brought about, I em not sure that it would, that 
might be brought about by an increase in price would not 
decrease the return to the crudo producer and therefore such 

a price incersase is indicated preferably to any price decrcasc. 
Do I understand you then to mean that if the price goes to 
@le25 there might be some small shut back of the volume? 

That is to be oxpectod as a possibility. 

But no disturbance in tank wagons? 

i CIEE VOU". 

Now thet concludos what Dr. Brown has to say on this question 
of crude price and he has one other large subject to dsal 

with and that is, we have not, what I might call "his refining 
evidence" and I suggest now if there is to be uny questioning of 
Dr. Brown on the question of cruds prices it should be now. 
THER CHAIRMAN: Dr. Brown, before you are cross- 
examined, might I ask you this, acespting the realities which 
they were as say of the 1st of September last? 

YeSe 

A reduction in the pipe-line rate, the freight rates as they 
were altered ascording to evidence by spscial agreement or 
otherwise ---- 

MR. FRAWLEY: Yes. there has been some 


amelioration of rates so far as the Imperial is concerned by 
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reason of the agreed charges. 
4 Those are the rates from here south, aro they not? 
Q MR. FRAWLEY: South ana Hast, all ways from 


Calgary to 270 miles. 


A Was there any reduction in the rates on crude? 
Q Noe 
q TH CHA TRMAN: Take the pipe-line rates as 


they were, and the freight rates, as they wore at that date, 
aro you able to draw an economic line between the east and 
the west anda the north and the south? 

A Wa can estimate what may be called the economic fringe. 

Q Yes? 

Which means that it will be penetrating both ways from that 
position and that indicates that going east it is substantially 
Portage La Prairie and going south it is substantially, well 
thore has been a change in freight rates and which is the 

rate you wish me to teko, the ones before the change? 

MR. FRAVLEY: YesSe 

Before the change they would be practically at Champion. 

Q Before the agreed changes? 

A Before the changes in pipe-line transportation and the old 
freight rates goings south. 

Q MR. FRALEY: No, the Chairman has suggested 
and I want to repeat the Chairman's question, it is the 
Chairman's question really --- 

THE CHAIRMAN: It is a reality, that there is 
a change in pipe-line rates. 
WR. FRAWLEY: YeSe 


MR. FRSWLEY: The change in pipe-line rates, 
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the Chairman puts to you and the change in freight rates on 


wort 


'~ 
‘ 
= 
E ~ 
m3 : 
“te 
‘ 
- 
2° 
- 
Tite 
alt G us 
ob iy 


* 


{ee 


petcsayie aad yent ee ai ie 
nite oe re - 


xe * aE Pe a 


nk? 
oy 


oa + tes 
_ anes at meer es 8 


ag 


o 


(a 


ste a : ie ah 4 
mee of, : ney es ‘uee , ee - 4, A oe S igh y zeit 
. ei ORS oe ae 
Debi Da ayt mst on at Rosa onda he.oredd tp Ps 


> e 
em J ee) ee 


onitaegte ads whet |) Stage, a 


=F 


03 
ae 


HOU SO8F ee. seutns saphen® oat ANA akew yada 


ft waewdued eth aaa pkgs ne myyh of eae nov Oa8 


. Maktoos waa hae freer aa Ane a baw walt 


SkRONBrG Te 08 6ER A Oe * eat * 2? wars an el 
Ria 
Gos ustvatloieo, wf Lhe * dest Bhat ; Ap Bae 


ae evn 2 tod taevs gna eo wit cee ag gute bnod 
Pee = : e a 8 4 eet Zou qe de pera as peaes 


re F Oel ce: sr 4 oe, ts 
i cee anim) Fe i. ot ie 
Jed oe es a Sak pa le 1 ’ 


; ‘ ; " py 
‘uvedus ef Jt. @oinw. ion Uae oanhet Pes BRT EOS 
rs a nest ue bate PPR a Vo Wem hr, @7eel oe ao ee Seen 


bra aafen titehett. af ageaede ¢€ teed sad Stadt 


: eral vee le ; a 
enn ap ast 9 Ste 
sn ie Hees eee 
6 {ileotiqung af, hivow Noay HBRBRD ong eat Read 
2 See Se Hee ibaa aD sie ail - 


ee bois ines a pi 


py oh 


Ps ack 7 a 
a t ‘ 4 ” J 5%, 


eit wtcoted giao nit ,ouet oF on Reem, Noy. Bi), 


4a 


Dr. 


> Pr & gg te 


&) 


~ 14,050 - 


Ge G. Brown 


refined products? 

excluding all those changes. 

No, assuming all those things es 1 understand it? 

Oh, assuming those changes to be in effect as they now aro. 
TH CHS IRMAN: Yes. 

The economic fringe going east would be somewhere east of 
Portage La Prairies but would be far west of Winnipeg. It 
would be, the freight rates possibly, have you a map? 

"6 have a “Vestern Canada map, yes. 

I can got that a little more accurately in just a moment. 

I show you Exhibit "165" which is the Canadian Pacific 
Railways map of western lines? 

The cconomic fringe would be somewhere east of Portage Ia 
Prairie, perhaps at a town such as Rathburn and comparabis 
freight ratos; that is an approximate estimate; it vould 
be somewhere in that neighborhooc, somewhere sast of Fortage 
La Prairie. 

Going south it would bo some- 
where south of Nobleford. It would be about lle miles or so 
south of Calgary, or comparable freight rates. It would 
take it south of Nobleford. Is that sufficiently close. 

THE CHAIRMAN: Veli that is taking in the 
pipeline ratos, that is taking into account the changes 
conditions in pipo line rates? 

Yes and assuming the same freight rates for crude into Regina. 
Yes? 

But taking these new freight rates whieh I got from Mr. Cottlo 
ana which ropresents a statement of freight rates and freight 
differentials to points betwoen Gap ate and Coutts at proposed 


agreed charges rates for gasoline. 
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MAJOR LIPSETT: The freight rate, Dre Brown, 
does not affect shipment of refined products out of Regina, 
does,it; it is only out of Calgary? 

I do not think there is any substantial chanze of freight 
rates out of Regina. 

MR. NOLAN: Noy it Leyoutiorivaizary, 

270 miles. 

MR. FPRAWLIY: | I think I should now file the 
statement which Mr. Sottle has prepared. Zt is ecallod a 
"statement of freight rates and freight differentials to 
points between Calgary and Coutts at proposed agreed charges 
rates for gasoline", Those are now in effect, Mr. Halverson, 
are they not, what Mr. Cottle now calls, "proposed", they are 
now in offect? 

MRe HALViRSON: Yes. 

VETNBee: I can use those freight rates 
going south from Calgary. 

(STATHMNT PREPARED BY 


MR. COTTL# PRODUCED AND 
HERE MiRKSD BAHIBIT "650", ) 


MR. HARVIE: Those are under the agreed 
Charges agreoment. 

PR. FRAWLEY: Nesp equi teysos 

MR. FRALEY: You have worked them out on 

the basis of this Exhibit and you do not need it particularly? 
On the basis of that wxhibit, that is right, and assuming 

the Anaeeie pipe-line charges. Now of course I wish it to 

be understood that the position of that economic fringe is 
determined by the price of the crude rather than the position 


of the oconomic fringe determining the prico of the crude, 
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and that any shange in the price of crude will shift 
the position of this ceconomic fringe but that it is my 
opinion that it would be just as well, so far as the 
producer of crude is concerned, to let that fringe come 


eary and get a little higher price perhaps 


oo uv 


back eLloser to Gag 


for the crude, rathsr than going the other way. 

THe CHAIRMAN: Now wo have heard a very great 
deel about extending the market for Turner Valley crude 

and I want to be quite cloar, that it is your considered 
Opinion, your considered judgment, that having regard to 
competitive prices existing in the nearest competitive point, 
namely Montane, thet it is folly from the standpoint of the 
producers thomselves to try to extend it? 

Under present econditions, yes, ana I am ineluding other 
fectors than the one you have mentioned. 

Yes? 


But under conditions as th now exist I think it woula be 


@ 
S< 


a mistake, 

MR. FRA'LBY: That is also what I Want to 

be guite clear on as to wheat you meant when you said you were 
using the new pipe-line rate in determining this economic 
line? 

I am assuming an 8 cents gaving, is it not, in the price 

of pipe-line charges and loading charges to Calgary for the 


crude which is going to Regina. 


Mr. FRAWLBY: I think I understand. 
THE CHAIRMAN: Lis that the saving, Mr. Cot tle? 
MR. GOTTLE: The pipe-line rate was reduced 


5+ cents and the loading charge reducod 2s cents, the sum 


of thom 8. 
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MR. PRAWLIY: AS against a0. 

WITNSSS 3 Well it is 12 cents against 
20, is that right, making a saving of 8 cents. 

MR. FRAWLEY: Now I said I was going to 

@ sk you when you had completed this, to say what further 

you had to say on the proposition put to you last ovening 
about the possibility of getting our crudes into the 
Winnipeg market and I appreciate, of course, by virtue of 
your last answer to the chairman himself, you yourself, 
would not support any such suggestion? 

It seems to me that any effort to do that under conditions. 
as now exist is an unsound effort and should not be made. 

So that even if you wero able to tell us, which I anticipate 
you are going to be able to vell us, that you could work out 
very readily some scheme whereby two prices might be 
established, I gather in your view, regardless of that, no 
such steps should be taken? 

Yes, I think that is correct. 

Then it may still be worth while, Mr. Chairman, to have the 
question answeréd, what Dr. Brown thinks about, assuming it 
to be desirable, what he thinks about the possibility of 
working out any such sehemo? 

THE CHAIRMAN: Oh, yes, I think that should be 
fully explored. 

MR. FRAWLEY: Then egsuming. contrary to 
your own view, Dr. Brown that it is desirable to push this 
crude into the Winnipeg market and it was suggested to you 
yesterday there might be some way in which the price for, 
the present price might be continued for all of the cxzude 


oxcept what goes into the Winnipeg market and a lower price 
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for that crudc, for that portion of it which goes in, now 
what are your views of the possibilitics of any such scheme? 
“Well i am firmly convinced that any effort to maintain ono 
price for crude which goes to Calgary and another price for 
crude that goos to Regina and if marketod as finished 
products only as far east as bortage La Prairisc and another 
price distinct from that for crude which goes to the same 
refinory and if marketed as far east as Winnipeg is hopeless. 


Ido, net see now that can be done. 


( Go to Page 14,055 } 
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However, the equivalent of that could be done if all of 
the crude produced in these fields was pooled and a pro- 
rated price paid to the producer, which would mean a 
reduction of about 7 or 7% cents per barrel on all of 
the crude. And then by some elatorate policing m=thod 
give rebates to certain refineries or certain operations 
which might market their products in Winnipeg. The only 
practical way to do ae: thet I can visualize is: either 


a comple tvervmonopoly in the :control of all. of) tne crude 


avyellanie in Alberta -in private hands, if 17 is: so considered 


to be desirable, or a complete monopoly in the marketing 
OL that erude in a Government body, so that there wild us 
no chance for someone to break out from under that 
regulation. That means that the latter procedure then 
teeindica rea pecause if one producer Treluses GG) co. im 
WLea wher or oné single well, the whole structure will 

be broken down very shortly. That means you have to 
aqeépart entirely from all consideration of an economic 
balance. You have got to abandon the principle which is 
now in universal application throughout the world, that 
all erudes find their economic level based upon the 
competitive condition which exists throughout the world. 
You have to set up arbitrary methods of marketing crude 
and the only way I can see which will work is a rigorseus 
pool completely controlling the marketing of crude from 
this territory. And even then the return to the producers 
would probably not be increased because of the increased 
cost of handling this method of marketing, under present 
condi tions. When transportation costs change, of course, 
i want you to realize all my statements will be revised. 


I am assuming transportation conditions as they now exist. 
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Dr. G:. G, Brown, 
That is the only way I can see of doing that. 
MR- COMMISSIONER LIPSETT: Dr.’ Brown, following up that 
statement that one well could break down the whole price 
structure, is that any different to the present position? 
There are wells that are not bound to-day and they do not 
seem to affect the price structure? 
But the present condition is not with a fictitious, unsound 
price. ihe present conditicnh is that a price which isi 
arrived at by trial and error and by combined judgment to 
put the crude in competitive balance at Regina. [I consider 
Poop oOrivcowas bec arrived ab very olosely. [think cals 
really a yery sound price based on conditions as they were 
when that price was set. Now, if you want to upset that 
Economie price and then do the other thing, it makes it 
Spaldt More Uitticult, that 1S to maintain two prices stor 
the same crude in the same field at the same time. ‘MThere 
is only one practical way to do that, in my opinion, and 
that is to take the entire marketing of all crude into one 
body which has complete control of the marketing of that 
Crude. Hurthermore; in order to carry on the objees of the 
move a rather rigorous policing effort for the handling of 
the rebates which would have to be given to those refiners 
which do market the product in Winnipeg. 
Now, I suppose three refineries would be affected by an 
effort to get the Winnipeg market. There would be Regina 
and Brandon and Moose Jaw? 
Moose Jaw, probably. 
wow, those would be the only three that would be affected? 
Unless this situation might stimulate somebody else to go 
in there somewhere and figure because of the rebates you 


are piving for the produet marketed in Winnipeg he could 
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Dr. G. G. Brown. 
make money. 
And that would be increased production to Turner Valley, 
would it not? 
Yes. There would be more crude run but, as I have indicated 
before, at a price which TIT think does not justify running 
the additional crude. 
That was one of the points I wanted to ask you a little 
further information about, Dr. Brown. ss I see it at the 
present time, let us take a fisure of 20,000 parrels 4 day 
produced in Turner Valley, and sol4 at $1.20, and that 
Supplies the market up to Portage la Prairié or ia @ittle 
east of that? 
That tits! riteh te 
Now, that market under any new scheme would Still be 
Supplied with that enude at that price as it is capable of 
being, and the producer in Turner Valley would get his 
current income. Supposing on top of that that there was 
a market for 2,000 barrels a day east of that, in Winnipeg, 
and that for that 2,000 barrels, say 10% or a little better 
than 10% of the production, that the posted price was 
reduced to enable that market to be obtained. Would not 
the effect on the producer in Turner Valley be that he 
would get his present income out of the 20,000 barrels 
plus what he would get for the additional 2,000 barrels? 
i think Dr. Frey can give you an example that will show 
Just about what happens when a situation mee that starts. 
I think the situation that existed in Bast Texas some years 
ago is very comparable to that. ‘When you want to push 
crude further and further, as you tve to do to get the 
crude marketed, the only thing that results is that the 


price goes down and down. You get into a chaotic condition. 
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Ure Mee ee Browns 


It simply means you are pouring a natural resource almost 
down the sewer, and any effort to prevent the destructive 
effect of those conditions by mans of trying to mve 

whet we had in Texas, legitimate oil and hot oil. In other 
words, there was certain oil that was legitimate, corresponc- 
ing to the oil that you might want to put into the regular. 
market. We had some hot oil which was not supposed to be 
run, and all kinds of regulations. The inevitable result 
of any such effort of that kind has always been disastrous 
and the only practical way I can see of accomplishing the 
objective of putting products from Turner Valley and other 
Alperta Crude into Winnipeg is to put all of that oi] into 
a marketing pool, which has complete monopoly of the 
GOntrolL Or the Marketing of that oil and then by some 
scheme of rebates and discounts, which have to be handled 
Veryucereigiiy Withian eiticient police force realix, 
rebate to the refiners for marketing products in Winnipeg 
or, the same thing, discount within the pool the erude 
which is delivered in proportion to those refiners. Any 


other expectation of trying to maintain two different kinds 


Of OL) or two different prices-in the game Ifield.for the 


same oil, I can see would be utterly hopeless. 

Would that involve this, or would it involve anything more 
than that in future the price would have to be fixed by @ 
Government agency or by. Statute or something, instead of by 
one of the major companies in the industry? 

Wells the price — 2 donot consider the price is now fixed 
by a major company. It may appear it is their best 
judgment which sets the price but ultimately the price is 


now fixed by the competitive equilibrium reached at Regina. 
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Dr. G. G.» Brown. aati 

Now the other thing which I am suggesting as the only 

means I can visualize is not a fixed price. It is am 
agency which operates a pool, a marketing pool for all 

of the oil produced in Alberta, and that ugency must have 
discreticnary power to determine the price paid. oOo 20 

is not a fixed price in the sense it is fixed by legislation. 
That would mean a Government agency? 

I cannot see anything else. 

Then following that up, if that were sound it would mean the 
Government agency would post the price and allow rebates 
for anything that was sold east of this economic fringe? 
They would have to post a price at $1.12 instead of say 
$1.20, pay $1.12 for all the crude and then turn around and 
solivinay ‘crude: to the pipe ine for BIV203) take What 
difference of 8 cents and make up the rebate they would 
have to hnad on to Regina and Brandon and other places. 
That is the only way that I can see any hope of accomplish- 
ing that objedtive. I think any other method is doomed 
to.retbure. before it starts . 

Would there be any objection from your point of view to 

it being done in that way through some Government agency? 

I think that whole idca is unsound, as I told you. I 
think that the crude producer in Alberta is not benefitting 
himself. Certainly the tax payers in Alberta are not 
benefitting themselves. I cannot see where the refiners 
or consumers are going to gain anything by trying to push 
this crude under present conditions into Winnipeg. I think 
te alnistake.” But Df for) some* reason Tam wrong or: if 
for some other reasons which I have not considered it is 
decided tc do that very thing without creating a price of 
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Dr. G. G. Brown. ROE 

Turner Valley, my only suggestion is a marketing pool, 
that all the crude produced be compelled to go through 

that marketing pool, and that means,as you have indicated, 
the marketing pool shoulda probably be administered by some 
Government agency. Realizing that that marketing pool 

1s controlling the crude which goes into other parts of the 


Dominion. 


o iy 
& 


Then have you considered the aprarent objections to the 
present system, that is that there isa very severe drain 
on the resources of this country by having to bring in 
SLitirom Si rinoieat tne present rate of exchange, and 
secondly, that that importation into Sarnia from lll inoLg, 
Pe ters Ie er tous to "te country, may be done by a 
corporation, an outside corporation controlling the whole 
thing, which has no interest in any way in the welfare of 
either this Province or the Jominion? 

A Well, if I understand your question correctly, it is 
considering the Dominion as a whole and considering the 
advisability of permitting american crude, United States 
crude to come in at all or at present prices and the only 
answer to that ig that such a matter must be considered 
by the Dominion as a whole. It ean be stopped at will 
by the Dominion, either by putting an embargo on the 
importation of erude, if that is desirable; or an embargo 
on the importation of products from erude, or by putting 
on sundry and various import duties. It seems to:'me that 
Situation has to be handled by the Dominion and that 
anything we might do here in Alberta is futile in trying 
to control that situation. 

Q Your view comes down to this, that unless the Dominion, 


Which naturally has many angles to consider, unless it is 
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Dr, G. G. Brown. 


prepared to take gome steps that this Province is in a 


helpless position to do anything for this natural resource? 


10%. I. thinkethe best thing this Province oan do far this 


natural resource is to maintain orderly development of 

the oil fields, under a thoroughly stabilized price structure, 
particularly if that price structure is going to be 
satisfactory for the development of the field as it now is. 
in other words, that the best thing that the Alberta people 
can do is to conserve their natural resources. That means 
producing it for use at a fair price, not producing it for 
the sake of dumping it all over the world and trying to 
displace other crude. That is a resource that will be 
valuable for many years and will probably be more valuable 
eS une years gO on. It is foolish to produce that at an 
extremely low price, which is too low for economic return 
on investment. You might better conserve it and keep it 

in the ground and develop the fields orderly. That is why 
Lisuggést the best policy is not to try and push Alberta 
crude further south and further east by any reduction in 
the price of crude at this time. 

On that basis, Dr. Brown, that means really that you 
Should consider that this Province should accept a market 
of arounc. 20,000 barrels or whatever it is, that would 
Supply this market west of Portage and limit it, as you say? 
At the present time,yes, because I do not believe the 
possible production from these fields is Sullicieny to 
justify at the present seeking a market as might be sought 
if the production were 75,000 barrels a day. I do not 
believe the actual production in here is much over 

20 or 25 thousand. PS api ent atie, 


MR. FRAWLEY: Which, the surplus, or the total? 
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Dr. G. G. Brown. 
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I am speakimg now outside of my field. Butt belteve 


from what I have been told and from my observation that 


ed 


the economic amount of .il that can be produced from these | 
i ¢ 

fields is not very much in excess of 25,000 barrels a day. | 

| 


\ 


if that is the case then it would be very foolish to try 
and soek a market that would require a production of 

50 or 60 thousand barrels a day to supply. 

MR. COMMISSIONER LIPSETT: j do not know if that statement 
would be accepted, Dr. Brown. But assuming it for the 
moment. Your idea then is that around 20,000, or whatever 
Lw1e, should be the goal that is aimed at and no further 
developmen t more than necessary to supply that demand 
Should be gone on with? 

wo further development of the fiela? 

res? 

No. i think the field shoulda follow its normal developmen t 
but at the present time----~- 

Exeuse me? 

With freight rates ag they are and with the competitive 
Situation as it is and with the quantity of erude which 

is being daily available in Alberta, it is my opinion that 
the present claps is about the economie market that 

should be supplied by the erude and that the field will 
develop best when it is Supplying its economic market 

as it now is. Now when and as if later by drilling more 
holes in the ground they are in a position to produce 
Economically some 70 thousand barrels a day or 50,000 
barrels a day, when that time comes then you are faced with 


a different situation and it might then be possible to 
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Dr. G. G. Brown. 


with a lower cut in the crude price than is now necessary. 
Then on that basis would not that mean that this field 

could only be developed by some organization with enormous 
resources, to develop up to 70,000 barrels a day and only 
allow the marketing of £0,000 barrels a day. In other 
words, that out of the 70,000 barrels a day that would be 
developed they would only be allowed to sell 20,000 barrels 
and they would teve to ineur all the capital expenditure 

of the remaining 50,000? 

There is a lot there in what you say. But I think there 


are other factors which indicate that the field will be 


developed and properly developed under the present conditions. 


{do not believe all of the wells that are drilled now are 
producing the maximum amount of oil that could be produced 
from them per day. That is not usually the best way 

to produce wells and with pro-ration, of course, it is 

not allowed. AS new wells are drilled it would be 

expected that some of these wells that are now in production 
would be partly shut in or cutailed in their production, 
which would mean that the men who now have a daily income 
of a certain figure due to the production of the well 

would find themselves with a smaller daily ineome, providing 
the price remains the same and they are pro-rated back. 

Sut if the price is maintained and the PLILCeuis Mio Ft poart 

then the price paid for this oil will contimue to stimulate 
drilling and with the smaller produetion per well at 

the higher price of crude the return will be adequate, and 
in the long run better than if we push the markets 

further east and south and take a smaller price for the 

emu dke:. In other words, it does not profit a producer 
particularly to produce 700 barrels a day instead of 500 


barrels a day when he gets no more for the 700 than he would 
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Por whe 500 . He might better produce 500 barrels per 
day and get the same price for it. Now, I said $1.25 
or $1.30 a barrel, or $1.20 a barrel, is a price which 
will continue encouragement of drilling. after these 
drills are in and after we have available at the surface 
a langer quantity of oil] seeking a market then the situation 
has changed and then we can get more economical trans- 
portation possibly and then get a wider market for a much 
smaller reduction in price, and these things are arrived 
at by economic conditions. 

THE CHAIRMAN: -ight we not be running into a 
vicious circle, Doctor? If we do not get more oil produced 
there will be no oecasion for our having a pipe line and 
having cheaper transportation? 

Right. 

Sut if we do produce more oil right now we are producing 
Seer pius of O1L thatecan find no proper place because it 
is uneconomic to put it beyond Portage east and beyond 
Nobleford south. Now, how would you set that up? We 

have an economic line drawn, or a fringe, as you say, in 
two places. All right. tI understand that reasonang 
perfectly, I think. We know that a certain amount of 

oil produced by the producers of Turner Valley will 

satisfy the market within the limits that VOU. faa Ma OWE 

and provide the consumers with all they need. It follows 
from that that there should be no more Obie N AG Bee hush cui Whaat wll 
Suggest, the earth is the best reservoir, than is necessary 
to supply that demand and to provide for the depletion 

of the wells that are producing less and less in each year 
of their lives and will finally cease to produce anything. 
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Dr. G. G. Brown. 

xyes. 

Then why produce any more at all on your theory unless 
all of a sudden we are going to produce enough to attract 
world financiers in a pipe line? 

Mell eabeve 20% tO. 20 backe--— 

Or force the railway companies to carry at. a price that 
they say will be uneconomic to them? 

J will do my best to explain this as I see it. 

We have to get around it. We cannot be both drilling a 
lot of wells and getting a lot of oil that we do not need 
because it is not required within our economic cirele for 
the consumers who are consuming oil? 

I will do my best to explain the situation as 1 S62 1%: 

It really believe you could get a more authoritative answor 
to that question from Dr. Frey, and I hope you will ask 
him the same question because I think he will clear it up 
much better than I can. You have asked me whether or not 
there should be any more drilling in these Alberta fields 
on the assumption that they are now producing as much 
crude as is necessary to supply their present economic 
market. 

And, of course, to keep up that supply? 

3e¢fore I answer that question I would like to go back and 
start with a clean slate. tet us suppose that we have 
somewhere in the world, at a remote area or elsewhere, it 
does not make very much difference, an indication of opel 
under (the <sround. Someone goes in and drills a well and 
he finds oil there. He gets the oil produced. There ig 
no railroad and there is no means of transporting that oil 
so that it may find a market. inj other words, if he had 


to carry that oil out in a mule pack team it would cost him 
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Drs Ge G. Browns 
so much to get that oil out to Seaboard he would lose 
his head in the venture. Therefore, that oil, although 
it is produced and brought to the surface still has no 
value. well, they have to make that oil mmve some value 
in order to make any money out of it or tu make that jepitd 
useful. The only possibility of making or giving that 
oil some value is to get it to market ana get it to market 


7 


so he can get his money back from drilling the well. 


(Page 14,067 follows.) 
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Now the means he may have of getting that oil to 

market is pack train; truck if he builds roads; rail- 
ways if he builds a railway; a nipeline if he gets an 
offer for a pipeline and by my conclusions it is 
clearly indicated to me that over this long haul that 

he has to take his oil to reach the market at seaboard, 
the only economic method of transporting thet oil is by 
pipeline; furthermore he cannot justify the expenditure 
for a pipeline unless he has 50,000 barrels of crude oil 
per day to put through that pipeline; therefore he is 
faced with the unfortunate position of having some oil 
there which has no economic value at all until he has 
50,000 barrels per day over an assured period of time. 
THit COA TRiuAN: Yes? 

Now that is a much less unfortunate situation than is 
found in Alberta but there is a certain analysis. 

In order to make that oil 
area available he must then sink enough money, without 
getting a cent of return, in order to develop 50,000 
barrels per day; when that is done then he has to sink 
more money into a pipeline and then when all that in- 
vestment has been made he then has a market for his oil 
and he has a chance of a profitable venture. 

And before he spends a cent, will he not ask himself 
how nany customers will I have or can I get? 

When I get to sea-board. 

When I have spent all that money? 

That is right but when he gets to sea-board with it 


the world markets are his in competition; when he 
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reaches the sea~board he is in competition then with 
all the other crude throughout the world but when he 
is back here in the interior he is not in competition 
with anybody. He has no market. New that situation 
does require what has been suggested as the sp ending 
of an enormous investment before any return. 

Now let us look at the 


situation up here in Alberta which is not as extreme as 


But part of the world picture? 

Part of the world picture. 

He has got to know, is that not the whole trouble with 
this history as experienced, that it being a world 
picture, nobody is at all bothered about relating the 
amount produced with the amount required for present 
needs? 

Well it is not operated that way. 

I know? 

Th? amount that finds the market is the amount that can 
be marketed at that price. 

Yes, 

And one crude will displace another one. 

Yes, quite so? 

But if thie area gets its 50,000 barrels to sea=board---=+ 
Do you think it is sound for one crude to displace 
another, for one fellow to get cheaper crude oil and push 
another out of the market, instead of leaving it in the 
earth; every field against every other field, all prod- 


ducing ail they can, regardless of present demands? 
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Well--——— 

One pushing the other back, as you put it? 

That is right. 

Is there sense in that from an economic view point? 

That is the basis upon which the whole competitive 
economic principles have operated in everything; the 
same thing is true with wheat; the same thing is true 
with everything. 

Do you think it is not beyond the concept of all pet- 
roleum engineers that the time has come when there should 
be something done about consrolbing production? 

Wow you are talking about conservation and the control. 
I doubt if it is conservation in the sense in which that 
word is used today. After all conservation today is a 
hybrid thing superimposed upon the rule of capkpad» 

May I take a little liberty with you, I would like to 
finish this discussion on this economic situation, I 
would like to finish that before I begin to discuss 
other systems under which we may operate. 

Quite so. I think you are quite right-~-- 

Because I think it is a Little confusing in the record. 
We have the fellow in the wilderness? 

We have the fellow in the wilderness with his oil and it 
is suggested he has to make a huge investment before he 
gets it to market at sea-board and when he gets it at sea- 
board he is then in cempetitive equilibrium with all the 
other oil produced; now whether that is an ideal wy of 


handling the oil situation, that is th situation as it 
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now 6xists, that is the condition that exists in the 
world ih this industry. 

Yes? 

And we have to face that fact. Now let us consider 

in view of tht condition what I telieve is the sit- 
uation up here in Alberta. Here in Alberta you are not. 
in qg remote wilderness but you are to a certain extent 
isolated from the markets on the Great Lakes, te a 
certain extent. 

Yes? | 

So Alberta and these Prairie Frovinces are to a certain 
extent away from the world market of petroleum, to a 
certain extent. Now what is the situation here. <A man 
has gone into this area across the Prairie Provinces, he 
finds that he has a market for crude in these Provinces 


amounting to, let us say, 20,000 barrels per day and he 


drills some wells and he develors tmt market; all the 
time he is getting money for his crude and as the crude 
is produced he is being paid for it; that money which is 
paid him for his crude, a good part of it goes inte other 
Provinces than Alberta, but may be used by him to drill 
more wells to get up to his 50,000 pen eane per day but of 
course he will not be able to produce all of that oil, 

the 50,000 barrels per day, and get an economic market fcr 
it any more than the man in the wilderness was able to pro- 
duce his 50,000 barrels per day and get an economic market 
for it wtil he hap Low cost transportation to sea-board 


or the Great Lakes but the man in Alberte is ina much 
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more favourable position than he woulda be in the wilder- 
ness béGause as soon as he proaubes any oil at all, even 
in small quantities, he ean geb sone money back for it 
and that money which he receives for the 20,000 barrels 
per day is sufficient to pay him to' develop the field 
until he gets the 50,000 barrels per day and them when 
the 50,000 barrels per day are available then the invest- 
ment in a pipeline to the Great Lakes may or may not be 
justified and then he is out in direct compekition with 
oil on the Great Lakes. Now that is the way I visualize 
the development of these fields. | 
And now he moves from 20,000 until he has reached the 
point where he has his plpline*, 
That is right. 
And until then he has no economic market for what he has 
to market between 3O and 50, or whatever number of 
thousands of barrels per day would indicate a pipeline 
economicaily? 
Yers the man in the wilderness has no market at 
all until he gets the whole volume, while the producers 
in Qurner Valley have a good market for a certain amount 
of oil and they can use that market and make money and 
develop the field am if the field is developed to a 
larger producer then a pipeline may be indicated and 
instead of being in divect competition with crude on 
the Great Lakes, from siontana, they can put this crude in 
direct competition with the crude on the Great Lakes and 


the world market. 
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Now all right, we are going to take a short adjournment 
and I would like you to think about COLSey Bt vow wield. 
If we now have a circle, beyond which we should not go 
with omr present production----= 

Because of transportation charges. 

Quite so. Now we, some day, ave going to have to deal 
with realities in our recommendations. Now that is the 
situation today? 

Yes. 

Then is it the part of wisdom to say that the produ.ers 
of this Valley should go on and between that 20,000 and 
50,000 or 60,000 or whatever will mean a pipeline as an 


economic thing, lose money all the time, or should they 


be content to stop at their 20,000 line and only drill 
that number of wells that will keep up the 20,000? 

Well do they lose? The man has made his investment in 
the remote anticipation of not losing his money, when he 
invests in that oil field. 

As I understand you, he is doing am uneconomic thing? 
No. 

And being unwise if he gces beyond his economic fringe 


unless, unless, there can be a change in transportation 


rates? 


YeSe 


And to effect that change he must come up to,what do you 
say he must come up to justify a pipeline? 
I should think there should have to be available some 40 


or 50 thousand barrels per day over and above that used in 


the Prairie Provinces. 
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All right, and now what I would like considered is from 
the standpoint of the producers in this Valley, if 20,000 
be the present situation, when they get to that line, 
Should they proceed to drill, until they have this larger 
production, knowing that every barrel which they have to 
market, if they drill it and bring it to the top of the 
earth, they have to market it, every barrel over and sbove 
the 20, until they have reached their Optimum of 70, is 
going to be done at a loss, I would like you to think 


about it until we come back. 


(An adjournment of five minutes was here taken) 


WITNESS: Well you have asked me to 
elaborate a bit on this situation which is faced by the 
Single producer who drills s well in Turner Valley per- 
haps and then ar other wells are drilled his allowable 
is continually cut back and cut back due to the greater 
amount of potential which is available until the point 
is reached where he is producing very little oil and ia 
not making much money >» 

THs CHATRMWAN: No. I am leaving conser- 
vation quite aside. I understand we are to deal with 
that as a thing quite apart and I say, forget that there 
was ever a Conservation Board here---- 


Assuming no pro-ration? 


tate cid eA 


Yes, here is the field that is capable of producing 20,000 
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barrels. The market is 20,000 barrels. You say that it 
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is absurd to produce more for less money, to get a little 
further? 

A Yese 

Q Now you also say that there should be an encouragement 
to drilling, and that leads me to think VOY De. Modt 
what end"and you say quite reasonably the end that in 
time the production will be so great that eneaver means 
of transportation will be found and wider markets can be 
reached, without losing money to the producers? 

A well----- 

Q Because they are getting more oil into wider markets, for 
less transportation cost and so they sell more at 
the present price, at the present profit, the turnover 
being greater, the returns will be greater, that isa 
very happy situation but I am asking you what would you 
Niet 5 ars ae 

A In the meantime. 

re) What are we going to recommend between the 20,000 stage 


where everybody is happy and the 70,000 stage where they 
will be happy again but in between the 20 and 50 or the 70, 
they are going to be very unhappy and what are we to sug+ 
gest? 

A Well frankly the only thing to suggest is that they just 
go their way and see what happens, because when you have 
got a Bick situation---- 

Q What about this fringe we have been working on, the 
economic fringe? 

A Perhaps I am at a loss to really understand some of your 


questions, I do not know. Mr. Frawley tried to help me 
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a moment ago. 

MR. FRAWLEY: I was giving you my views 
and not’ the Chairman's at all, just another problen. 

o) TH CHA THM AN: I can see quite well; Dr. 
Brown, at least I hope I follow what you have been say- 
ing, that so much oil is produced at a certain price? 

A Brought to the surface and marketed. 

Q Brought to the surface ani marketed at a certain price? 

A Yes, 

Q, Which I gather you think fair to the producer and to the 
reranerswho is buying it, ‘elikey 

A Right. 

+) Having regard to the methods of production and the 
present freight rate? 

A Yes. 

Q Now I say that if that is fair and proper and it is 
folly to take less money to go further--~--~ 

A Under those conditions, 

2 Under those conditions, then to preserve the status quo 
you would only be drilling enough wells, if it were one 
man who owned the whole field, which is the ideal sit- 
GatLoOn Clr course, Vib, Lb! DoOUy 

A Well yes IL think so, the unit. 


Q, If he owns the whole field he would only drill enough 
wells to keep up the amount of oil that satisfies his 
market? | 

A Now may Ll interrupt for a moment, you mean that is what 


he would unioubted.y do or that is what he had decided 
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60 a0 
2 If he had a market for 20,000 barzels and that was his 


logical market? 


A Under the conditions as they exist. 

Q As they exist now? 

a That is right. 

Q So long as they continue to exist, he would pniy dgeiilL 


enough wells to produce oil to satisfy that market, 
weulcd he not? 


A Well I do not know. Is that an arbitrary decision he 


has arrived at or that is what you think he would do? 


Q Would that not be the sensible thing for him to do, in 
view of your opinion that to go further it would te 
uneconomical ? 

A No, I think that is where I do not understand you, no, 
let us suppose that situation existed, supposing he is 
producing and bringing to the surface and selling at 
1.20 a barrel, 20,000 barrels per day. 

a Yes? 

A Now he figures he has a lot of oil underground. 

Q Yes. 

i And he says "I can make a lot more money if I produce 
and market, not 20,000 barrels per day, but 60,000 bar- 
rels per day if I can produce it and if 1 can marzet 
ie ba ¢ 

Q Yes? 


A But he says "llow if I have 60,000 barrels off oil in there 
T cannot market under the present conditions at all. I 


will only have my market for 20,000 barrels". 
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Quite) add I must go further if I aa going to market more? 


Q 

r\ That is right. 

Q But I cannot go further? 

A And he figures it is uneconomical dnd it wbula not pay 
him to market 30,000 barrels by transporting that crude 
by rail. He says "That does not pay me but in ovder to 

get this crude to the Great Lakes where it can neet 
water competition and where I then will have a very 
large market at a fairly satisfactory price I must get 
the cheapest transportation possible from here to the 


Great Lakes". 


Yes? 


£ 


A And that cheapest transportation is pipeline but if T 
only put 10,000 barrels a day through this pipeline it 
is costing me just as much per barrel as it would by 
rail. I have to put a minimum of 40,000 barrels per day 
through that pipeline in order to get the transportation 
cost per barrel down to such a figure that I can net back 
90 cents in Turner Valley", let us assume that. 

Q Yes? 
Then what will he do, he will drill his wells, get his 
70,000 or 60,000 or 70,000 barrels per day of oil availe 
able end then go to the bankers and say "I have 60,000 
barrels of oil out here, I have a market down here in 
the Great Lakes of enormous size and I am willing to pay, 
let us say, 40 cents per barrel to get that oil from 
Turner Valley down to the Great Lakes- If I put through 


so many barrels per day it is a good investment", and 
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then he has got a market at perhaps a lower price, but 
still a price which nets a good profit for the much 

larger amount of oil. Now he may just as well do that 

by simply being content with the situation, before he 
Started to drill these extra wells. 

And which is the economical thing tc de, to keep drill- 
ing at great expense until you have got the 70,000 bar- 
rels per day in order to go into a market thet is 
already fully occupied, fully occupied? 

By "HKeonomical" do you mean from the profit and loss stand- 
point, I suppose you do? 

Yes? 

Well if the man is right in his estimate---+4 

[I may be taking you out of your field Doctor, this nay be 

a natter for another man, an economist? 

Well I am not rated as an economist but I am rated as an 
engineer and an engineer deals with costs and things of 
that kind but I want to be sure we are talking about the 
same basis if it is a matter of profit and logs. 

we are faced with a neat thing hexe, I do not know that I 
am putting it well to you, it may be quite my fault, but 
we are faced with a neat thing here, and that is with a 
ery for a wider market? 

Yese 

All right. I would take it, when you had finished this 
morning, that in your view that was folly but that is not 
in consonance with the view that we get 70,000 barrels of 
oil a day, because that i eanricer a wider market and 
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vicious circle and let us explore it? 

Let me reiterate that wrat I say about the present sit- 

uation is, let me reiterate the fact so-that there will 
Le no misunderstanding, that it is folly with the 
transportation facilities as they now are and with the 
freight rates as they now are to attempt to force a 

wider market for Alberta crude by the expedient of cut= 
ting the price for izlberta crude. Now that does not 

mean at all that it is uneccnomical or unsound or 
foolish to try to seek a wider market by other means but 
I was considering the proposition that by reducing the 
price of Turner Valley crude or the taking less for the 

Turner Valley crude, we might get a wider market under 
conditions as they now exist. 

Yes? 

Now limiting my statement to conditions as they now 
exist, transportation means anc rates as they now ex-+ 
ist, I think it is very foolish and unsound to try to 
force a wider market for Turner Valley crude by the 
Single expediency of cutting the price of crude. 

Yes? 

Now if we can get lower freight rates or more economical 
transportation, that of course is a sound way from a 

prCducers point of view of increasing his market. 

Well now we cannot until, until something-~---+~ 

That is right. 

Now then is it worth going after that something Orns 
it not, to get into a sarket over~supplied right now? 


Is it worth it to whom? 


rey nawigiee ee? aoe @Lenio sagt 
nthe do cnbae bad baie) a Paw gone stare ai. tat i 
siw ofeli" wade ‘ye 0 ade “py eee Boe “om tel yaa. matte. 
aft a what “g Bag y gees ° ee om: od. -/ 
atl ahi ‘phe ofS woey oad ‘ee eer FELLOSY. Hoktatwage tart. 
a ental oF deta dh nd 9th meal? yond aa! wet et atey tent 
a waite. “4a owe tieiaen ‘eit yc “eheee Beked la 10% tedbam’ sob te 


jon wedb veud wok’, .abete ehtetta aot eeteq eitepale J 


Fata 


to. Sevooky a teotaed 


oa 


eet vr tant, BEG. dpviteem: 


Soa hae eit to at ett A S eee oF: ¥22. og: dafLoot. 
“ae bare soa’ ‘at 1G Aectiebyou, emt anrsonvands wat = 
ge x ‘ok @dead aati Ag vad oF Shei yah Cov sae? to wabag, 
“0 ne sobiin twat wF og digo ew pehuaa yoll ov agaan 
stéixe ooo qedivnn wdekFERROO 

mo “seat 

: = wea an wid aetindd: oe ddanovddn yo yabdgmth wow ok 
“=k wor eat 24 WARNE Bike Raven Bots etmogaden ) fatxe 
ae aw Yt ‘Nabe tie titi He eR. Yeey at a2 Beata Etat 
oid ed Bud BReC ate ax6t tesitea eee A agnot 
Sebaith “ply Bah Salt aReioD ty pode Lbegxe’ “etgnte 


‘Sot Fe 


ge ree Eee ee ee PIER USL Airy prt Ger ea 
Leo iuaidoe 86h 10 elem? : 


<Heatiwei ake’ ee acne 
“Loe ani ae Pea ol bean HoneaOe hell 


ras 

MG 
ih 
qj pee 


5 
_ 7 

~ 
— 


as 


era 
14 


A 


a2 


Ge Ge Brown 


~ 14,080 = 


fo the producer of oil? 

In the aggregate. 

Yes? 

dethink it probably is; I do not “knows 

MRe FRAWLEY: How about the individual, 
how about the individual? 

Well for the man who has one well and is unable to 

borrow any more money on that well to drill another one, 
and that well is not producing enough in oil to re« 
imburse him so that he can drill another well, he stands 
to lose, but if there is a group of men together and they 
have drilled one well, they can usually borrow money on 
the potential walue af the oil back of those wells, and 
they are getting ¢heir money every day for the sale of 
oil; that money can be used so that if they continue to 
drill along with the other drillers in such a way that 
the ¥ can maintain a fair production and keep their heads 
above water along with the other drillers until that point 
is reached when it is economical to provide a more ef~ 
ficient means of transportation. 

But there is a period in there between the present 20 and 


the 50, which has to be there before there can be a pipe> 


THE CHALTRMAN: 70, L rather gathered. 

Yes, 70. It is not necessary to get down very close there, 
some larger amount, 50 or 60 or 70, it is that period in 
between that has been disturbing me in listening to your 
evidence and I was wondering, what is happening, be there 


conservation or be there not conservation---- 
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THE CHAIRIWAN: Yese 
MR. FRAWLEY: It seems to me to work out 


the same in both for instance, supposing there is no 
conservation and no pro-ration? 

Assuming that condition. 

Yes? 

It is a condition which does not exist but let us assume 
it. 

Let us assume it. I have a well-and I certainly have to 
gO from well tc well, I am in that position, I have to 
take my proceeds of well No. 1 to go to well No. 2 and 
well No. 5, I am willing to do it, I appreciate your 
objective, it seems to be sound, we have to get together 
to drill the field to get the 60 or 70,-this may be only 
a collateral matter but it arises out of your evidence, 
what is my position, is it inevitable bankruptcy from the 
day I start, if I have to use the proceeds of No. 1 well 
to go to No. 2, because you say I have to cap it, I have 
to leave the oil in the ground? 

Wait a minute, I am beginning to lose you, first+--- 

AL rich? 

First of all I am to assume no pro-ration. 

Yes? 

And what was the second thing. 

No pro-ration and you assume that I have to go from ifo. 1 
well to No. 2 well? 

Yes, assuming no pro~ration and assuming you have no add- 
itional capital but you do have one well under ground. 


And I hope to go from that well to the next well? 
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That is a situation which existed in many places in the 
United States, so that evorybody knows what happened. 
You have one well in the ground? 

And there is no pro-ration and other wells come in and 
you seek a market, the price is 61.25 when you start 

but you find somebody next door is selling crude for 
$1.20, then you cut it to wl-15 and he cuts to £1.10 and 
you cut to 90 cents and so on and may be you have to 

pay & cents gathering charge out of ‘that. 

That is it and — am in the . Sheriff's Court then? 

That has happened so many times and there is no answer to 
it and thet is one of the reasons why you have pro- 


ratLone 
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Dr. G G. Brown 


Now of course thet is a headache. But thet is what 
exists. Now with pro-ration-syou are but back. § You 
are not allowed to produce that oil, ‘You do not sell 
it for 5¢ a barrel. You have to sell it ata price 
which is in the field,the current price. You won't 
get perhaps as much money beck each day as a very 

few years ago. The amount of oil you will be able to 
sell is pro-rated back to a very small emount. Then 
as other wells come in and they get their nei telp away 
sixty thousand barrels available you are pro-rated 
up. In the msantime you heve had a little less money 
from the crude oil which you have been producing. 
Thet is the economic system under which we are Operat- 
ing. It is perheps unforunate for the man who went 
into the oil business on a shoe string and had no 
credit and could not borrow on his well and could 

not sell stock in his well. Perhaps he is in an 
UnTOTbtuNats situation but he got himself into it be- 
cause he went into an industry where those conditions 
existed. 

Q The peopite that should be in the oil business are the 
people who are in it, the big companies? 

A in the long run that is true in.eny business. The 
people who are in any business in the longer run are 
those who should be in it, because if they went into 
a thing end were incompetent to be in the business 
they would be forced out. 


TH CHAT RMAN: Is there not a fairly 
strong movement in the engineering world, at least in 
the enginegring branch of your industry today, that the 
industry itself should take stock and regulate its 


production to its current demand? 
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Yes. 
And have not the heads of your ungineering Associations 
everywhere approached that not as a visionary and 

stupid and impracticeble thing but as a reality that 
the Industry has to fece and it hes too long deferred 
facing? 
I think thet statement can be msde of s great many 
industries. 
Quite true, but it is true in yours is it not? 
Well the Industry operates on a natural resource 
which is limited in extent and without doubt any natural 
resource industry should be opérated with a view fo the 
long time. In other words thet is Conservation. To 
conserve and use the natursl resouree in the most eff- 
iGient manner. In addition to thet of course there are 
always disturbing factors due to free competition in 
drilling for oil. I am considered in many quarters a 
Bolshevik because I have said there is a great deal to 
De Seid in favor of the old Spanish law that all, netnrat 
resources belong to the Crown. In other words that this 
gives a certain uniformity to the control of all natural 
resources. There is a great déal being said about that 
throughout the world. 
You speek about true conservation. Unfortunately as I 
see it, and it is something no doubt Dr. Frey will con- 
sider as well as yourself, unfortunetely as I see it 
the Conservation as practised does not control the 
Sour C1 Critline ef abl, the emount of otf thet is 
being produced. It merely reduces the amount that you 
cen sell to the market requirement, end so long as you 
have the rule of capture there the huge unnecessery ex- 
penditures of drilling are going on every day? 
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To conserve what they have got so that their neighbor 
won't get it? 

Theat 18S right. 

I do not see how that touches production. It says, 
"You shall not sell.” because you can not sell you 
would not produce except for one thing that you have 
the artifical rule of capture that makes you produce 
or lose it all? 

Pies sos. Fri ent. 

Is not thet what we should aim at? 

I think that is a very unsound condition and one of 
the answers that has been suggested to solve that 
problem is the op2ration of a Pool as a unit? 

Thet is right. Or perheps some scheme whereby that 
which has grown up judicially and found to be unsound 
is disearded by legislative enactment? 

Yes. 

awa the rule of Capture eliminated insofar as pract- 
icable in accordance with the ordinary laws of econcmics. 
I mean have not these things got to be feeed as problems 
some day, somewhere, somehow? 

They certeinly have. The solution we have arrived at 
under our present method is not by any means the best. 
But to come back to our mountains, if I may use the 
expression, if we sit hera and hear a lot of evidence 
about extending markets on the one hand and on the other 
hand there is pro-ration, such as we have it, putting 
it where no one can continue to 6xist as & producer in 
this valley except those who are very wealthy if this 
goes on. And we are worried. About six months ago 

T think I asked consideration of you or someone else 


whether there was not some economic line beyond which 
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you cid not go? 

A you should not. £o. 

Q You should not eo, 

£ TheU #8 TVent. 

Q Until you were assured of a different situation by 
reason of cheaper transportation? 

a Tete le rete. Tf tried to give you that. 

tH We are facing that today. I wonder if the approach is 
MOte rile. more drilling until you have reached the 
seventy thousend barrels or whether or not the producers 
evo. 20 Oe canetnink of them acting as en intelligent 
body, that is as a unit, should not consider establishing 
to the satisfaction of anybody who has the money for a 
pipsline, if they can, that the reserves of oil are here 
to justify it and then when they get their pipeline, end 


only tien proceed to; Till it? 


A Theat would be very desirable from the producers stand- 
point. 
Q If they cannot satisfy engineers who advise pipeline 


companies that it is an engineering fact that the reserves 
ere here then they will never get a pipeline will they? 


A I do not know, 
Well the other slternative is to drill wildly till you 


O 


have the seventy thousand barrels a day, and without know- 
ing whether you have a pipeline or not or without knowing 
that you will ever get the seventy thousand barrels? 

A Lei is Mei. LU 1s One .on the Other, or neither. 


Has it not got to be established as an engineering fact 


joie 


first, as ae matter of good sense I mean? 


4A You mean which should be done. 
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Q I meén is it not sensible to sey that if you Gannot satis- 
fy pipeline engineers th<e+ you have the reserves of oil 
in Alberta, if you cannot satisfy them as an engineering 
fact, “are you poine to drv1i against engineering views 
in the hope, somewhet illusory hope you will get that 
seyenty thousend which the engineers say you will not 
and if and when you get it you will then get the pipeline 
and then it will have paid you to do all thet AP. Laine? 

£ Well that is a hard thing to explain. But an engineer's 
judgment or estimate as to how much crude there may be 
under the ground maybe accurate and may be very false. 

Q That is of course proven. Yet banks lend money on that? 

A THevt is right. 

Q And pipelines,ere put down on that aren't they? 

£ Not as a rule. As a rule a pipeline does not go down un- 
til the oil is proven beyond reasoneble doubt. That is 
by*Orilling. That is usual. But the Ténding of money 
for the purposes of drilling to find out whether "the 
oil is there or not is a speculation of a rather, taking 
arnthor long chance. while the lending of money for 
the construction of a pipeline is regarded more in the 
class of a public uté4lity. Pipelines sre considered 
more or less common carriers. In each case the oil 
must be there for transportation before the transport- 
ation means is provided. That is the way it is develop- 
ed. 

Q Is it not possible to prove a field - I am not pretend- 
ing to know, I am esking you ~ is it not possible to 
prove 6 field without drilling it ‘out? 


A You mean without drilling it out. 


To prove your reserve with that accuraey that would just- 


© 


Loy ope line ‘operelions? 


TWD : 


Pe 


, 
» 
mol 
- 


ab 
“Behiee Fosses poy 42 sues “yaeD ot ssbetot don Ay a | 
ize Ne ov ee - wire: done > ale savage. ont aig: 
caiteeiisdn de ew ae ht vba linge santas * b% hae sotntern. at’ 
aveiy afieveniadée Sakon LI 0d patty soy ‘ete eae : 
-dand fas (liw vet eyed Groeulls Podwens igor ‘ent at | 
aH ilja OV vee ove ael faye ae iit dw Seetauons yineyes 
ayh.eaig ‘sds Sex sods“ Dl iw gay FP Toy oe sido brie tt bas ——— 
kt] dah HARP 00e Ob Of oe WEkocevat iitw of -aedy bis. | 


foe. onddlode or qnbdt tired 6 ab vedi tiek Ya 


a yon etedd sie Game od of ag SPaniven 76 thems Sut 
SSlet Wray ed fom Bike ehaty’ ‘oye Bdves bavote dit” tebne 
Viadd na wind Brel etadd fey gevoeep eersos Te BE tace - 


> 

sWhait @f Riis a 

sant po yeew Sat) co gol aoe ote adn lion ty ‘ded = 
| ey eubi Whi said 6 elit, ake e2iny & sa sO 4 
,timok o(ciaemeer botved devcag af Stared wat 

tr) Gnkpyes ei tw wheben 22 Wed pemitiee gd) 5” & 


sit odtdne pos oa tt of snititaub “6 sesogiag “en sot 


via? ,xtite. @ te meltetoonqe eet doa 416 Stedeat Jr6 7 
‘or ¢pnos “te getboml eit aiid ,eeneds as0f Sparen ae || vi 
aty 32 Stow olitgee ae Sergi ge tol ablesrwens ede" 27% 


“. Heyes? ohh oe -aeeodae  -erlistw atidag ¢ to edie | 
ioe 72 Y@hedrias ais ase Soe | 

esl Soci aie cee SRNR al eee eke - 

= yin leat By a? iw Bae Bei kaa stint ig Sint are " 


T=2 
6 
Dr. G. G. Brawn 
-14 ,;088- 


A Yes, there are all degrees of accuracy by which you 
can prove it. The more wells thet are drilled the 
greater the proof. A man could estimate it on one 
well but if he has fifty wells he hes much more inform- 
ationt Somewhere there is a requirement thet will sat- 
isfy the investment in the pipeline. Somewhere between 
the absolute proof perhaps and the first gr eamaacs 
Where it is I do not know. 

Q Dr. Brown if you were a producer in Turner Valley today 
would you advocete among your fellow producers contentment 
with staying within the economic fringe you have out- 
lined or an attempt to go out for the seventy thousand 
berrels and a pipeline, if and when you get L's 

A I do not think really I am competent to give you an 


answer there that would be of much signifieance. 


Q Very good. 
MR. COMMISSION2R LIPSETT: Your theory about this 
gentleman in the wilderness pre-supposes that he would 
see his finances shead? 

A Yes. 


Q Not only to complete proving his field but also for get- 
ting his pipeline to the Coast, as part of his specul- 
ation? 

A Yes I think that is true. The pipeline is assured im=-: 
médlately you,heve.the crude at the octher end. cf ity 
Dheteis lfetibne, crugé is on tTopsel the 2¢roune and ail 
ready to come, as reer be when heehad it drilled it, 
he could always get the money for the pipeline. He can 
take that for granted if the crude is drilled. fThe 
other question ea few moments ago was, Is it necessary 
to drill it thoroughly so that you do have actually 


aveilable the crude which you wish to transport through 
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the pipeline? Then you would have to meke some assur- 
ence on that besis as it does not alweys follow you 
can reise money to transport oil which does not yet 
exist, 
Q Iwas trying to bring it, toy rolete, gt fo; Turner 
Valley as to whether it would be @ sound rule before 
you allowed enyone to drill more then was necessary 
to maintain the twenty thousand barrels a day, whether 
there should be some assurance that the people who 
drill more than that would be able to get the pipeline? 
A Now you put @ phrase in that question which indicates 
thet you are not assuming thy froc compctitive develop- 
mont of the field which is the basis upon which I have 
tried to enswer ell of these questions. so. fer. You 
sey whether there should be eny further ari ling al low- 
ed. Now as soon es thet comes in then you heve some 
method of conservation or some control and I have been 
speaking entirely in all of: my testimony on the basis of 
free competition. 
Q within the conservation I suppose such as we have at 
Parner e ile yi? 
A On the situetion es I understand it as it now exists 
with pro-ration and with substantially free competition 
in the merketing, under rules of) pro-ration, end Grd ine, 
In other words 4 drilling permit ig ordinarily grantod. 
Q Now here is the problem that is present in my, had Dr, 
Brown, You have at present a market say for twenty 
thousand barrels and a number of producers who have 
drilled on that basis end ere eble to get by and probably 
get their money beck in time on the basis of twenty thous- 


and barrels, They are satisfied with thet, that is the 
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only market there is available end that they will 
take their money out and drill on that basis. Now 
you might have erother €roup, either a single company 
= ora group of companies which say, "Well there Are 
going to be seventy thousend verrels here which will 
justify a pipeline and we ere going to make a lot of 
money." Now between those twu you get to the stage 
when wo will sey thoroc -re forty thousend verrels 
day developed. The effect of that on the present 


people who are getting their share of the twenty thous- 


eas 


end is thet they will only get a shere of ten thousand? 


A muey Wail only get half. 


G Mey will only g¢6t half of their present allowable? 
A Right. 
Q So they are going to be secrificed to “he extent of thst 


helf of their present production for the benefit of this 
€roup who want to develop to the seventy thousand and are 
going tO.maké a lot of money: out of it? 

A They only get to the forty thousand -~ 

Q I em talking about the intervening period. I am assuming 
ultimately they will get to the seventy thousand but in 
the meentime is not the effect of this, perheps 1 ehould 
not say the smaller people, but the other eroup who want 
to stay at the twenty thousand, thet they might be closed 
Out altogether. Hither their whole holdings may be taken 
over from them at bargain prices, or thet they might be 
drivcon into the dankruptcy court beceuse they cennot 
g6t the oll to: the surface? 

A Thet is 6 possibility. But under pro-ration with a fair 
price for crude I believe thet thet situation you have 
Outlined would probably be the exception. That is a men 


who actually has a well and is producing oil cen continue 
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to sell some oil at e price that would keep him going. 


The disastrous thing is of course When the price goes 


down to a figure which is less then out of pocket expsnses 


to get it to the surface. But with pro-ration and with a 


fair price it would never go down to thet figure. But 


whet you say is absolutely true thet this first group 


which is in there would then be badrificine their in- 
come, or their income would be sacrificed for the bene- 
fit of the others who were coming in end drilling to 

a greater extent. That is the very principle which 

OST is aE universal application in all of our competitive 
system . You have farmers that go into a community and 
they grow wheat for a certain market. Some more men 
come in and grow twice es much wheat end down goes the 
price, The first group is sacrificed for the benefit 
of the second and the only people who benefit are the 
consumers of the wheet. We have the same thing over 
ene Over aeein in all industriss, 

Is there not some difference so far as Turner Valloy 

is concerned, between thet where there is 
absolutely free competition among farmers and where you 
may have a condition of monopoly? 

fes,Undecr MONODOLISiile Conditions the® Situetion is dir— 
ferent than when it is under competitive conditions, 
and that is why I suggested earlier that the only poss- 
ible way I could see of maintaining the system which 
could not be meintained under competitive conditions 

is to go to some other mndition such as monopoly and 
put all the oil in to a Pool. I have gotto answer these 
questions on one assumption or the other, either that 
we are having competition or we are heving monopoly or 


something or other. Othsrwise my answors won't help you 
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et ell. Uniess otherwise, I am assuming free competition. 
Of course I take it when the recommendations would come 
tO be made anything is open to us but we are really 
trying to pick your brains as to what the best recommend- 
ation is. Not to say that a eertain situation exists 
and must be chenged? 

That 2S fight. 

Right or wrong, but whet is the best system. I was just 
wondering whether on that supposition that I have given 
you thet the people, the smaller people may be closed 

out or badly damaged in the intervening period between 
the twenty thousand and the seventy thousand, would it 

be a proper policy to say thet any drilling over and 
above the twenty thousend that is needed for maintaining 
the market should be on the basis that the wells should 
mot be produced at all until the seventy thousand was 
Po VeU Tale 

if ib 2s decided that thet ie the Wige thing to do these 
are the steps thet would have to be teken and these ere 
ficwresuits, You would have 10, of course, controw ine 
Grilling ef wells and your pro-ration would be modified 
so that you would say that some wells could not produce 
At all. Then secondly what would follow would be that 

Ho one would then go in to drill those wells unless 1% 
was avery large compesny with very large resources who 
could afford to drill those wells, then close them in 

and they would then do it only if they were so reasonably 
cure of getting all of that oll thet they felt setistied 
they were justified in taking that risk. what you would 
do of course would be to immediately prevent and shut 
Dutleeniy small group from. going im and adritling saddition- 


al wells. If you wented to do that thet could be done? 
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I am not warting to do anything. lt an trying. to.in= 
vestigate the various suggestions that are possible. 
Again I am in the position here where perhaps I am 
getting out of my element. TI have been assuming all 
the time ZT am supposed to answer these questions and 


basis of conditions as they 


7 . 


present ihe story on ‘the 
are, or «n the basis of some other hypothetical con- 
ditions, Now primarily my function as an enginear is 
to figure out what will happen if certain things are 


= 


done and perhepvs Dr. Frey is a man whom YOU ern get much 


a 


more Delp irom in regard to these general economic 
principals: He is more femilier with dealing with them 
then ~ am. I am willing to go so far as I can with 

you sO tong as £ think my answer might be helpful. I 

do agree with the thought that all natural resources 
should be conserved but every time I mention the word 
"Conservetion" apparently you do not want to discuss 
vhat with me and properly so, 


a 


THE CHA TRMAN: No net at all. I under- 
stand, Mr. Frawley, thet conservation is to be dealt with 
under a compartment of its own, whether by you or by 
someone else. 

MR. FRAWLEY: Chis ily by De. rey. 

THE CHAITRM:N: We wili be gled to heer 
your views on Conservation, But I thought it wes being 
put aside to be dealt with as a separate item fa con- 
sideration. 

MR. FRAWLtY: Dr, Brown will not be here 
et une time Dr. Frey is going to discuss conservation, 

bo tn br. Brown Wssor any Value. Do ls. bas views.on 


Conservation, we should have them now because he has 


Simply got to go back tomorrow nignt, Now perhaps Dr. 
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Brown is right. He is an engineer. He has:walked with 
end tee with the greet of the oil world and perhaps 
he hes some views ebout all matters affecting the oil 
industry that would perhaps be of value to us; 

A f am willing to extend you my views for what they are 
worth. Most of my testimony is factual in character 
meaning testimony that is hot reélly open to question, 
based on the assumptions that T ém working on. These 
others ere more inexact ideas. I am having a little 
trouble trying to treat them together. At the same 
time if you wish meé to depart and suggest ideas I 
would be perfectly willing to state whatever I can 
that would be of help to you. But I do believe Dr, 
Frey is more competent in that field than I am. 

MR. COMMISSION 5R LIPSETT: i en Just tryine to Whink 
out this intervening stage between the twenty thousand 
and the seventy thousand and whether the aim should be 


to keep the market as you suggested of twenty thousand 


barrels approximately. 


THE CHAIRMAN: At the present price? 
MR. COMMISSION(R LIPS#HTT: At the present price or 


whether the aim should be to sell seventy thousand 
barrels at approximately thet price end how that can 
bie reachsd without injustice to tenybody in ‘the inter- 
vening stages? 

A I cannot give you en answer Or an opinion which would 
be my firm belief that you can do anything without creat- 
ing some injustice to somebody. 
THE CHAT RMAN : Now let us say that 
seventy thousand is your point and they would construct 
a&@ pipeline, Let us say that. 

A That would mean fifty thousand berrels through tbe: pawe- 
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line. Twenty thousand in the Prairie Provinces and 
fifty thousand to the Great Lakes. 

All right. Seventy thousend is your objective. Now 
up and until that pipeline is down and operating it 
is unecomomic to market more than twenty thousand 
barrels. The other fifty thousand must be merketed 
ft e--Loss. 

Or not marketed, 

Ur not marketed yes, kept in the ground? 

Right. 

So the producers of Turner Valley would never be able 
to finance the operation of drilling holes and leevine 
the oil in the ground? 

Somebody has to finance it yes or else give it away, 
cart 1t by reil down to the Lakes or something like 
that which is very unsound. That is true. Theat is 
DrBtOry of the Industry. 

I think we understand Dr. what your views are as to 
that. 

MR. FRAWLEY: I now prupose that Dr. 
Brown be cross-examined if anybody has any questions 
GO ask him about this phase of it. This afternoon 

I hope, or as soon as we are finished with the cross 
examination, he will then get on to his refining evid- 
Snec. 

THY CHLIRMAN : We have besn asking you 
questions as Counsel may well understand, not to make 
ourselves self appointed cross examinere of Dr. Brown 
but rather with a veiw to having some of our ideas 
explored with him in order that they may be examined 


by Counsel as well es those he put forward himself. 


MR. FRAWL#Y: surely. 


a860 ee” ; 
— ri 7 
q 


t ; ‘¥ 
i 


a Oi Fate: “Sree amma, “er 
ve pe eee 2: oe 74 angnodt' : : 
‘beh ‘ ape gaeey , a pte le EMOrOR foe cist ia “o. 7 os 


5 in eeepc a ee a 
SI . re i rp re ee a ‘ . ce A Pe, a ,. , 7 
Ti ahd rii ors | if os a4 tito Reap ight ‘ ete rte w” . 7 
Sic’ Jestgna. oumpaiopens Rg: 
- S oy - ey pie ; ; a Ris’ ea ‘ 
a PaO Sree a nutite edt : atotiet 
‘e te - te bd a - 
ol ete ’ 
s8e of ‘ta ~ 
oe rree y 7 
vist lise 19020 aie ' 
he Na, che Has sf oo gece if ; 
AS ee ee Se ; : ee ee Ty -_ 
sh Peer Mie, fey DeLeaT em | tN ws an 
= mo KG Fi = 4 na a ras! e ; 7 
diy.kn t ola 
in a cemi ul fo. apeouhony v ioe , 
G ey fe ay) F 
: 7 % # ee 9 4 & 
fee e ie oS rae Po eA ive Be F , eonnkt ae ¢ hi ; 
- sae Rotts ee i 
pear one OF 160 eg7 
. ; ee ; g ete AR * 
erat ees i 3 a Sot ie Pe ® Bah ey 5 3 a. 33 if. ¥ 2 | 4 ees A : 
* - . ie rs iS - 5 ae pa ky pa ery * 
Rage tims ~ i anh rd a 
: a “ SOG an Cee | ‘ ; me? ev ae Li a ae 
yeh OS ee Of Baw Gas SAR Pes t £75") i | 
2 Pee Shs Le pes , } an; 
: ae t 2 oe iy a 7 
; ay SPU de oo eee oie. ab de kiw fags 
° ; Seer: ve ee oy Fes: a 
st ier . ! 
3 eR awhal8 1 AD Yeo ase 
+ 1 
Z “t Big P80 of rs ver eMs a anid ? c 
yo a z Paes . : 
s anne 
peas i x I 7 aes 
args rece te 
Trt Rion : RPT HART. oe 
fore eee : an Ain ease 2 
; | . I i Seale Pee: senteanens Doses at Rend : 
mae omee ty i & 2 7 pe Me ite. ow - 


eo Ge eoagedg pm e4 toads, wid. dan 09 


rans ee oe cn ake A 7 rey Rese a Fis 


ae tenner i 22 epee ES Sr ithe a ath oe ia a om 
Pit cs a nie a cn he See : . 


a 


. pivs Walition ext be Sep Ory Bere, en eS. 


SOs = 
Soe tate | 1% 
a . ras aan 


ji0 Se 7 


ea DS ae 
1D Ry 


= a = ah : i 
wet pada lei i Gey . oe 


a ah F 


=4 7 
a) Uae 


‘sion as: foo | peices i‘ 


T=2 
14 


~-14.,096- 7 
Dr. G. G. Brown. 


THE CHAIRMAN: Well Me.* Nolan... .Gtheis 
hardly worth while Starting now. Two fifteen today 


if you please gentlemen. 


{At this stage the hearing was adjourned until 
f g 5 
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BO vik eis Session. 


DR. Ge Gs BROWN, heving been 
recalled, examined by Mr. Frawley, said: 

Well, Dre Browhk, before you proceed with your evidence on 
refining dosts, Have you, do you etre to say anything more 
with respect to the question you were discussing with the 
Cheirman and Commissioner Lipsett this morning? 

“ell in an effort to be helpful and porhaps I am and perhaps 
fam not, but tho effort is thero, - in addition to considering 
the question whieh I considered this morning whieh was, what 
me @ fair prices for crude, it appears that you may like to 
have a little discussion on the broader aspects of the wholo 
problem, that is as to how the field might be handled; what 
might be donc and what might not be done to handlc the 
dovelopment of not only the Turner Valley but the other 
fields thet may come in in Alberta and with a view of 
perhaps even going so far as to draw some conelusions which 
are really not within my functions, more belonging to 

the Board, I hope that that will be overlooked. 

I made a few notes which I 
think may be helpful in getting clear to you my ideas. Now 
with the conditions as they are, that is a good part of the 
land owned by other than the peopls, owned by private 
individuals and corporations and a good part of the stato 
land itself actually now under leasc, it seems to me that 
the conditions, the basis on whieh the crude oil resources 
of the province are being doveloped is on a basis of 
competitive devolopment with leasing and drilling open to 
all responsiblo parties under the control of the Board of 
Petroloum and Natural Gas Conservation, Now with that 


situetion as it is, it soems to me that, without doubt the 
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vest policy to pursue is to leave the action of the individual, 
be he an individual Operator or small company or a largo 
company, as to whether to drill or not and where to Ox. 

to his own good or bad business judgment; that any attempt 
to interfere or control this individuel business judgment 
Will tend to limit development and must lead to state owner- 
ship and operation as, if the state refuses to permit the 
individual citizen from oxercising his judgment as to whon 

or where end how much risk to take in these specula tivo 
ventures, the state must then be prepared to assume those 
risks itself in order that the natural resources will be 
developad; then it seems that the state should not decide 
for the individual whether or not drilling should be pernitted; 
in other words the statc then should not stop drilling, even 
if in the best judgment of the technicel advisors to the 
State or the province, they are convinced that it is going 
to be impossible to bring in a pipe-line. 1 atl Spe or 

the opinion that drilling should not even then be sliminated. 
It might though be desirable if that Situation arose for 

the state to refrain from leasing any more of its land and 
Secondly it might, if it was thought necessary, withdraw 

from leasos, on due notice, some of the land which has 
already been leased but that is going perhaps further than 

is necessary. Now the drilling permits are now regulatod 
by the Petroleum and Natural Gas Conservation Board. That 
procedure should be continued and the Board should be allowed 
to continue with its present Spacing programmo and in cases 
Which might develop or in new fields which may come in, they 
may modify that spacing programme. They may require only 


One Well to 160 acres instead of 40, or there may be some 
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other arrangement made: that is one way of dontrolling the 
speed with which the fiolds are developed but that should be 
under the control of the Petroleum Board as they control the 
drilling permits; thirdly; the pro-ration should by all 
means be contihueds Pro-ration prevents the chaotie 
conditions which had been so often experienced in the States 
and it also tends to protect the small producers; if there 
is no pro-ration, as was brought out this morning by Mr. Frawloy, 
the small »roduesr simply has to dump his oil at whatever 

Lt Will pring in order to meét nis day to day cxpenses and 

he is actually robbed of his, - to all intents and purposos,- 
actually robbed of his oil when the drilling becomes excassive, 
whilo under pro-retion he is at Least assured of his propor- 
tionate amount of the market and at a dcfinite price; without 
pro-ration he is not assured of any market whatsoever and 

at no price, so while it is true under pro-ration, with 
drilling permits being allowed for the field to be developed, 
to expand groater than is necessary t+» supply the present 
market, the small individual producer does have his return 
reduced prceportionately but ho is never completely rotbed 

of all of his return, as has been the caso where pro-ration 

is HOt in 6irecve 

Now it scems to me that insofar 

as tho drilling and the control of production, these 
means are adequate to prevent the chaotic conditions that 
have at other times doveloped and these means are also 
sufficient to insure proper development of the Turner Valley 
field and the discovery of other fields and the development 


of otnor fields in the Province of Alberta, according to the 
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individual business judgments and the risks thet the 
individuals and the companies wish to teke in drilling and 
under those conditions, assuming that the Province continues 
in this way, it seems to me that a fair price for 43 gravity 
Turner Valley crude in the field at the prescnt time under 
trensportation conditions as they now exist, is approximately 
pled0o I believe that --- 

THE CHAIRMAN: Did you say »1.30? 

Yes. A few cents one way or the other is, of course, 
undeterminable but it is approximately (1.30. 

MAJOR LIPSETT: That includes the five 

cents in transportation and the 5 eents which you mentioned 
this morning? 

Yes. that takes into consideration the new pipe line rates, 
the loading charges, tha presont transportation arrangements 
and the present throughput and the present demand as it 
exists in the prairio provincos but does not inelude any 
allowance or considcrntion for any oxchange rates. 

Now just from that, Dr. Brown, it is now $1.20? 

Right. 

And you think 1t should pe 31.30% 

Well I-amsaying that is a fnir price based on these 
competitive conditions, thet I have been using, would indicate, 
it is indicated at about »1.350. 

Have you any ideas as to who should be responsible then for 
Saying that it is  »led30 or whatever figure is right, as I 
understand it, up until the present time, it is fixod 

really by one organization; in the future what should be 


the method of nrriving at it, assuming for the moment 
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that $1.30 is corroct? 

Vell, I am digressing now from what I planned to say just 
to answer your question. In my opinion this prdeo of 
yl.30 under the conditions as they now exist is substant- 
iglly equivalent to the price of" l.e2Z0 as’ it existed a 
year ago; that ¢onditions have changed; transportation 
costs have changed and that the present price of, at the 
present time the price of 51.30 is comparable to the price 
of yle2<0 a year ago and I believe that this priese will be 
reached, providing these other things which I wish to 
discuss are followed, that is that thore is no further 
effort made at the present time under the present conditions 
to seek ae wider market for Turner Valley crude and in fact 
that the producers at Turner Valley may be satisfied with 
@ slight decrease in crude sold per day. which will be 
more than compensated for by this increase in pPrbege 
believe that that price of $1.30 or approximately that 
figure will be reached in a short time, due to the play 
of economic forces; assuming that the competition is 

and continues to be on the basis of 51.10 Qut Bank erude 
in Montana and that there is no appreciable disturbanecc 

in the price of Illinois crude which will introduce 
serious competition from. that source. 

Docs that mean then that nothing should be recommended or 
nothing should be done, but just let the field price in 
Turner Valley take care of itself? 

Yes. As I seid before, I believe we should Leave the action 
of the individual as to whether he should drill or mt and 


whether he should pay a certain price for crude or some 
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other price, to his own individual business judgment, 
because as soon as we try to exorcise judgment for the 
individual and protect him from taking risks or trying 

to see that he gets exactly the economic price for his 
products, as soon as that is done, then the state is taking 
that responsibility and the state must then be prepared 

to assumo those risks itself and when it does that then the 
individual no longer takes the risks and the developmont 
and the progress is usually retarded. 

THE CHAIRMAN: ks that not exactly the 
argumont of the oil world when State cnactment in support 
of Conscrvation Laws was first put forward, that this 
individual freedom of action wes a sacrod thing and every- 
thing would take care of itself? 

Well now I am trying to be helpful -+- 

Of course, Doctor, 

Stating my idoas based on conditions as they are. 

And you tay be quite right but I mean, was that not put 
forward? 

Oh, yes, that has been put forwzrd in conservation and in 
favor of a great many measurcs. 

My reading leads me to think that some important men in 

the industry took that position with regard to conservation? 


Quite. 


But it is accepted today, conservation, as being a wise thing ? 


I am not speaking against conservation. ivan “ini favoraok 


ite 
Quitee 
Absolutely, but I am trying to lay down the conelusions now 


that I have arrived at, based on my study of this situation 
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and I am prepared to oleborate on those as you may wish. 
I would like to, however, finish what I think is the 
Situation. 

ese s6 Ot 

And what this rection will lead to. 


Yos? 


- © FF © 


This leads me to the econelusion that the fair price under 
the conditions as they now exist is about oled0 and I 
believe that undsr those conditions the price will approximate 
(1.30 in a short time; it scems to me that under these 
conditions drilling will continue in the Turner Valley 
Picld; wildeatting will continue to find new fiolds in 
Alberta and in general the petroleum resources of the 
Province will be developed because the price is reasonably 
fair and because there are no restrietions on the exercise 
of the individnuel judgment and individuals and ecompanics 
will be permitted to take those risks that they wish to 
take ang a great many of them will wish to take those 
risks in drilling wildeats and additional wells in proven 
areas because there is a potential profit in such action. 
Now as drilling progresses 
in this way, under pro~-retion, and under the regulation 
of the Petroleum and Natural Gas Conservation Board, the 
present producers, that is those who are now producing 
crude, will find their income lowered because they will 
be pro-rated down to e smaller production but that decrease 
in income to thosc present producers will be less than the 
decrease which would be if there was no pro~ration; there- 
fore, I think thet pro-ration should by all means be 


continuad. 
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Now as drilling may takso place 

in parts of the provinée and oil may be found in parts of 

the province which are really inacessiblo, this crude which 
is found and brought td tHe surface in inacessible parts 

of the province will, of course, not be marketable until 
transportation facilities are provided, excopt at an 

extreme sacrifice in price, therefore there may be and 
probably will be crudes brought to the surface but not sold 
and that will inecreaso the potential production of the 
Province without in any way causing a loss in markets to 

the present producers and as these remote areas are developed 
transportation will seek those areas and in that way it may 
be possible to actually prove by bringing crude to tho 
surface, a production of some 60,000 barrels per day, with- 
out the necessity of prn-rating back all of the present 
producers to one-third of their present output and as soon 

as this larger reserve is definitely provon or proven to 

such an extent that some group is Willing to make the necess- 
ary investment in a pipe-line, then the docreased cost of 
transporting tho crude from the various placos in Alberta 

to reach the direct competition with the crude in the 

Greet Lakes will be provided and it will be expected then 
that the market will increase with a very reaSonable decrease 
in price but at present, under conditions as they exist 
today, it is my opinion that no further effort should be 

made to extend the markets of Alberta crude either from 
Turner Valley or elsewhere by the sole expediency of 

cutting the price of crudo; now that does not mean that I 
consider it unsound to try to find wider markets by 


obtaining more economical means of transportatione It means 
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that I think it is unsound to try to extend the markot 

by the sole means of cutting the price of crude. Now 
changes in the competitive conditions, such as changes 

in the price of Illinois crude or changes in the price of 
Cut Bank crude, will be reflected in corresponding changes 
in the fair price for Turner Valley and other Alberta crudes 
and to a limitod degrec may modify the economies of trying 
to expand or contract the market slightly, seven under prosent 
transportation conditions. 

Now that in general is my 
opinion as to what the Situation is at present and What 
would probably be the best action to follow in the immediate 
future. 

THE CHAIRMAN: We are indebted to you, Doctor. 
You need not worry at all about entering upon the field which 
you think is oxclusively ours. Wo are quite accustomed to 
being told what our judgment should be, even although we do 
not always follow the advice. 

MR. FRAWLBY: Dre Brown, you consider that 

an attempt might be made to reach wider markets, gain wider 
markets, by endeevoring to obtain more favourable freight 
rates? 

Yese 

Now that, of course, is quite sensible? 

I think so. 

But if the situation should be that the railway companies 
Nave now got down as far as they possibly cen go and there 
Cannot be any further extension of markets through favourable 


bh te 


freight rates except through the aid of Some assistance, 
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State assistance, commonly called a subvention, I am simply 
putting it to you if you think that at this stage 
the State should be ealled upon to make a subvention, that 
is the Federal Government, might we oxpect the producer to 
share with him or with it or with the ordinary taxpayer, 
the assistance that may be given to help this group to gain 
a wider market; in other words, do you think that the tax- 
Payers as a whole should pay it all or should the taxpayors 
as awhole, together with the producers, pay it, have you 
any views on that? 

Well first of all I do not think either one of them should 
pay it. I do not think there should be any effort made to 
increase the market of Alborta crude by the means of cutting 
the price of crude or --- 

Or? 

Or the same thing, giving a bonus or a bounty to the erude 
producer for the cut he takes in the price of crude. 

You do not subseribe then to any question of bounty or 
state aid to assist the railways to move it further than 
the railways can move it themselves? 

Now I might interpret that bounty as being the same or 
equivaient to the crude producer selling his crude for a 
dollar instead of 91.20 and the province giving the crude 
producer the 20 cents to make up the difforence. 

I will tell you how it works out end you can interpret it 
yourself, it would be done simply like we had it with tho 
coal, our coal went into further markets by a Payment made 


by the Federal Government of a certain number of dollars and 


cents? 
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To whom? 

To the railway. 

“hich amounted to the same thing» Now I do not recommend 
any such thing es that. 

Then if the railways have now reached the bottom of their 
6fforts in the way of reducad freight rates, then it is 
Just a black picture to you? 

No, I em very optimistic about this, 

Where does it go then? 

Where does what go? 

It does not go to the producer coming down and it docs not 
80 to any state gid? 

What does not go? 

The crude does not move, Wider markets are not found. 

No, we do not want wider markets at the present time. The 
presont situation is really very favourable. 

You state we do not want wider markets through the sole 
expedient of reducing the price of crude? 

No. 

Then you added to that, state aid, you do not want that 
expedicne; used? 

That is paying a bounty to the crude producer for taking 

a lower price for crude, we had that in the otates. 

And you do not want that? 

£ do hot want that. 

But you do considor that we might strive to get lower 
freight retes and that might extend the market? 

Yes, that would be a saving to the crude producer and 


the taxpayer and the refiner. 
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I am stating e@ very simple thing. 

Take it out of the railway company's hide, that is it. 

But supposing the railway companies cannot go a bit further? 
Right. 

Thon nothing happens. 

Go on, keep in business as we are. the industry is making 
money. It is not going broke here in Alberta at the present 
time. 

I want to just climinate this other thing which you considered. 
What is that? 

That we should try to get the railways --- 

I didn't say that, Mr. Frawley, what I said was I saw no 
reason why more cconomical moens of transportation should 

not be sought. 

Yes, then what is that? 

I didn't say you must go after the railways. 

What is that? 

It might be pipe-line, that is what looks very possible, I 
see ho reason why sorcbody, be he intelligent or not, if he 
is willing to come in here and build a pipe-line and transport 
crude at 30 cents a barrel, I see no reason why the producers 
in Turner Valley should not take him up on that. 

IT understand that, but to do that you would require betweéeen 
30,000 and 70,000 barrels a day. | 

No, let me make it clear. If there is any man who in his 
wisdom or ignorance, either way, sees fit to come in under 
present conditions and build a pipe-line that will carry 
Turner Valley crude from Turner Valley to the Great Lake 


and charge only 30 eents a barrel for earrying that crude, 
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I can seo no reason why the producers in Turner Valley and 
Alberta should hot take him up on that price. 

But I thought you said this morning that there is no need to 
havea any pipe-line uhtil there is &@ productidn of about 
70,000, something over, something, you said Saventy; sixty 
to seventy, including the western Canadian market? 

Wo, I didn't say that quite, I beg your pardon. 

Yes? 

What T meant to say was that I do not see the economies 

of any pipe-line until that point is reached and I do not 
believe that any pipe-line would go in until there was the 
possibility of putting through that pipe-lino some 40,000 
barrols per day. moro or less. 

Now thon for the purpose of my questioning, I am goinz to 
assume that the people vith the money are going to be of 
the semo point of view as you are? 

Tha t Sr Lat ¢ 

That also appeals to me at the moment; assuming then there 
is to be no pipe~line until we get 70,000 barrels more or 
less? 

Yes. 

and the railweys have now --- 

THE CHAIRMAN: wid you say 40,000 over the 
Western market? 

Spproximately that. 

MR. FRAWLRY: 40,000 over the \iestern market? 
I believe it would be a figure of approxinately that. 

Then let us say 60,000 and assuming too that tho reilways 
have reached their limit, and they protest so and we can 


perhaps take them at their word, they have como down as far 
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as they een come down in the question of freight rates; 
you do not want any cuts in the prico of the erude to the 
producer, you do not want that expediency resorted to? 

Lh “hat I am trying to accomplish --- 

Q Just a moment, I em trying to show what the picture is, 

what the immediate prospect is? 

I tried to paint thet the best way I could. 

I know, but if you will let me develop it. 


All right. 


O &- OD & 


There is no pipe-line until we 8et about 60,000 barrels a 
day? 
ye Ho ° 


And you say "be content with the present market", you say, 


ib) 


"do not seek further markets", excopt you say you see no 
reason why we cennot get further markets by trying to set 
cheaper transportation costs, that is the door you leave 
open, is it not, cheaper transportation costs, you are 
Willing that the market should be extended if we can get 
cheaper transportation costs, am I right about that? 

A Let me say that again in my own language if I may. I 
believe it would be unwise to try to extend the market of 
Alberta crude under conditions as they now exist by any 
method which results ‘n the cquivalent of a reduction in 
the price of crude oil. 

& Now) I am accepting that but you said you saw no reason why 
there should not be an attempt to widen our markets by 
Seeking and trying to gct lower transportation rates, you 
said that? 

Ls By any means whatsoever, pipe-ling, truck, trolley or railway. 


Q And I want to diseuss these means with you and first there is 
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the pipe-line snd you said that was out in your good judgment 
until we got 60,000 barrels a day? 

That is right. 

All right, and I put it to you the railways are out becauss 
they have given you as low a rate as they possibly can give, 
that makes two things out? 

In other words there is no immediate available source of 
Lower transportation. 

That is oxactly what I am putting to you. 

And that is exactly what I agree withe 

Then we can close that door that you opened a few moments 
NEO0« 

No, I am not closing any door but the facts are right tnere 
now, I do not see any means of a lower transportation cost. 
That is my way of putting it, rather badly perhaps, so I 
say to you, there is no prospect then of increasing the 
market now? 

You mean by "now", what do you mean? 

During the next ---- 

Three months? 


No, until we reach about 60,000 barrels per day? 


( Go to Page 14,11e ) 
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With conditions as they now are I see little or no prospect 
of increasing the market availablé to Alberta crude on an 
economic basis until there is sufficient crude available to 
justify the construction and operation of a pipe Ling. 

Now I think I understand you clearly and I think we understand 
each other. Then I simply put it to you, we are left, 
inevitably and quite obviously left to develop the field to 
a point where we will get 60,000 barrels at which it will 
Justify a pipe line? 

substantially so, yes. 

And in the process of doing that again, not to repeat at all 
the discussion we had this morning, in the process of doing 
that the small company with the small holding, without the 
reserves of capital that the Imperial has, is probably 
facing Slimination? 

No, not entirely, and I do not think even the majority of them. 
Then why? f would be very happy to think they were not. 

To lay a foundation I have to go. back, perhaps, a little. 

If there is such a being, take a man who has only one 

40 acres and one well. While the well can be produced on 
open flow he can produce reasonably efficiently ana at low 
cost. But the time will come when changes in the method of 
producing that well mey be necessary and nEeeuHe he does not 
have the technical skill and the technical force and the 
facilities for operating the well efficiently on some other 
method of production he becomes an inefficient producer 

and the chances are that well will be sold by him or he will 
go into some group so that it will become onewell of.a 
relatively large group. So that this group can maintain 
the technical ability and the equipment and so on necessary 


for the efficient operation of that well. So that the 
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individual with a single well on 40 acres is always a 
marginal produter and he sooner or later almost always 
goes out of the picture, either by becoming a more efficient 
producer or by selling out to a more efficient producer. 
Now, take this same individual in this picture that we have 
been discussing, under which drilling is continued under pro- 
ration. He will have a smaller income per day as more oil 


is brought to the surface. Let us suppose, and I believe 


| I am taking figures which are substantially accurate, that 
the production at the present time is approximately 20,000 


bat re LS. Let us suppose by the time the actual production 


is 50,000 barrels that they will have then reached a point 
where a pipe Line could go in. I do not mean potential 
production but production under efficient producing conditions 
would be about 50,000 barrels. This individual producer 

will then be pro-rated back down to 2/5 of his present 
production and he will be getting substantially the same 
price. His income will be cut to 2/5 of what it mw ig. 

But he will still have a well which he can produce under hig 
own operation under flow and he will still be in business. 

MR. COMMISSIONER LIPSETT: Exeuse me interrupting you, but 
how does that follow on your theory that at the present 
moment he is @ marginal producer and you eut him down from 
his margin to 2/5 of that. Surely that puts him out of 
business straight away. 

Let me go back again. Under present conditions he is not a 
marginal producer but he becomes a marginal producer under 

the conditions that I outlined when the method of producing 
that well is to be changed and is going to require more skill, 


more equipment, more knowledge and general facilities than 
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the individual man could provide. ‘Vhen that time comes 

née is then at that time, but not now, a marginal producer. 
In order to stay in business as his margin becomes smaller 
and smaller or his need for skill becomes greater and 
greater, he either sells out to. the larger producing groups 
or joins in with a number of others and becomes one of a 
larger group which can then provide the skill and equipment 
necessary to continue operating that well. So sooner or 
jater the individual producer is going to be at a serious 
disadvantage and will disappear. Usually later in those 
fields where development is sane and sooner when the develop- 
ment is chaotic. 

That ig the case of the man who to-day is nota marginal 
producer but who is away above that. But take the case of 
the man who to-day is a marginal producer, what is going to 
happen to him? 

If there is anyone in the field at the present time who has 
a well which is pro-rated back; in other words, he has 

more potential production than he is: allowed to produce 

and is pro-rated back and he at the present time is only 
able to get back for his oil the out of pocket expense 
required to bring that oil to the surface, if there be 

such, of course, that man will have to fold up. 

Take some outside organization wishing to get aon eeoL of 
all the acreage in Turner Valley, would they have anything 
to do except increase the number of their wells to double 
or triple the present number and cut down these other 
producers to a half or one-third of their present allowable. 
Or would that put them out of business? 


I believe it would not because the individual producers now 
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who até producing theif share of the 20,000 barrels per 

day by wells which are pro-rated down, that is wells which 
have a potential such that they are not produc ing anywheres 
near their potential, that those wells owned by the 
individuals are now taking in in cash per day a great deal 
more than their out of pocket expense per day. If they are 
pro-rated down to 2/5 of their present production they will 
Still be taking in enough money to more than match their 

out of pocket expense in producing that oil, provided the 
price of oil remains at substantially the same figure it now is. 
I am assuming the price remains constant? 

I believe there would be very few of them who would reach 
that point where the nett cash that they took in, when pro-+- 
rated down to 2/5 of their present, will not be sufficient 

to pay their out of pocket expenditures. 

You think they would still have their out of pocket 
expenditures but nothing to amortize the capital they put in? 
That is correct, but they certainly will still be in the 
running as long as that situation exists. 

Just to translate that thought for the moment to the man 

who has got acreage there and who is holding that under 
difficulties or obligations under leases. ‘Yhat possible 
chance under those conditions would he have to get capital 

to do any development? 

This is the man who owns leases but they are not developed. 
Or only partly developed. ‘What chance would he have to 

get capital for further development, and would he not be 

in this position, that a large organization or & monopolistic 


organization could come in and get his land from him at their 


own price? 
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Let me try to paint the picture of such a leasenolder, if 
Peay aM assuming first of all that all these condi tions 
ft am mentioning are in effect. That is, that drilling is 
Still permissible under the control of the Board. Pro-ration 
is in effect and that drilling permits are not denied to 
responsible parties providing they comply with the regula- 
tions. sssuming that condition to exist and with the price 
a Lair pricé for erudé. I beliéve. that man would have no 
more difficulty in getting people to come in and take up 

his leases and drill them than he has at the present time, 
because the speculative adventure or risk in rel ling Wa 
Still be there in the same way that it always has been. 

On your hypothesis, Dr. Brown, is there any speculation 
except this, that he might get his working costs of bringing 
up the oil but he cannot possibly get his capital back? 

Tho, this Leaseholder? 

Yes? 

The man who owns the lease? 

Yes, or the capitalist who puts the money in for him? 

NO, the man who comes in and drills these lands for him 

is then in the same position as the man who comes in now 
anddrilis @.léase.: There is no différende. But if you do 
not maintain a reasonably fair price for the crude then he 
would have less chance of getting somebody to come in to 

ari be because if the price of (crmide “is fairer individual 
always figures he is going to get a wonderful well and he 

is going to sell his crude and after the crude is brought 

to the surface it will then find market. The best way to 
protect that leaseholder is to maintain a fair price for 


crude and not to cut the price of crude to such an extent 
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that there is no profit in producing it. 
[ am assuming, Dr. Brown, all thruugh this, that the price 


of crude is going to remain af the present price. On your 
hypothesis instead of getting the quantity of crude sold 
that is getting sold to-day he is only going to get half of 
that? 

Down to 2/5. 

Down to 2/5, Under those conditions how would any person or 
company, apart from some large organization, get the capital, 
if they are only getting by at the present time, how would 
he get the capital if they are only going to get 2/5 of the 
revenue they are getting at the present time, even assuming 
they get a well? 

Because somebody who has money figures he can make more 
money by going in there and drilling. Of course, if there 
is a field that is producing crude oil and is pro-rated 
aOway down to a small percentage, there is less incentive 
then than in a field where there is no pro-ration or where 
they are producing at a much higher rate. But if this 
situation is sound, as it would be under these conditions, 
fT believe that a man holding leases and wants to get his 
leases drilled, will have no more difficulty under these 
conditions than under conditions as they now exist. 
Supposing you have on the one hand a large organization 
jike the Standard Oil of New Jersey, which decides they 
want to get control of this field, could they not drill 
enough wells to make it or place the wells all in a position 
where under no circumstances could they get the capital 

to drill a well and where they would have to sell their 


leases at any price that.is offered? 
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Dr. G. G. Brown: 
No, they do not.46 it that way. They would do it this way 
instead. They find a man owns a lease and he has in that 
contract that he must drill off-sets. So they go to work 
and drill all around him and he has to drill 20 wells ait 
at once, and that breaks him. It is not the fact he ms a 
lease and cannot get the money to drill. It is the fact 
he has the lease with a contract that he must drill or else 
lose the lease. 
Is it your view then that nothing should be done to take 
care of a situation like that in this Province? 
I believe the situation at present is sound and I believe 
that we should net do anything to remove the individual 
business judgment from exercising its force in the develop- 
ment of the field as it is now set up. 
I do not know, Dr. Brown, if you had the opportunity of 
considering one of the Exhibits that was given in to us 
where we got a list of a very large number of comapnies 
operating in that Turner Valley who one after the other 
have been taken over by one of the larger companies? 
purely. 
Is that a thing that should be allowed to continue? 
Yes. 
Until the whole of the Turner Valley gets into the hands 
say of one company? 
As I indicated before, these individual oil well operators 
cannot operate their wells inadyidueriy as. erficiently 
as they couid if they had them in.a group or pool. Quite 
frequently it is the experience in industry that the 
individual pioneer takes: a long risk and puts his money into 
a wild-cat or something, develops a field, and then he sellg 


out to the larger compnnies which are not so much companies 
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Dr.G. G. Brown. ee iP 

developing natural resources as they aré businesses. In 
other words, a large oil company to-day tries to operato 

on what might he called a business basis, while the 
individual wild-catter is a Speculator. He takes a long 
chance and sometimes makes long profits and sometimes he 
takes a long loss. 

Yould it lead us to this result, that one would have to 
contemplate either an absolute or an almost complete 
monopoly in this Turner Valley field by one or two companies 
working together; and if that is so how should that be faced? 
Should that be accepted as the ultimate result, a monopoly 
and whatever controls were necessary to see that it was a 
monopoly worked reasonably in the interests of the Province. 
Or should it be assumed that that monopoly will not take 
place? 

Well, I do not believe it necessarily follows that all of 
the oil wells in one field will ultimately be owned by one 
company. if that does happnen and one company wishes to pay 
the price and buy them all out I see no disadvantage in it. 
If they want to pay the price. 

If they pay the price then that price would have to be taken 
out of the public in this Province, I Suppose, in their 
gasoline? 

well, I do not know that I can answer that question. 

Would it seem the natural result, on that hypothesis, that 
they would have complete monopoly or almost complete monopoly 
and they would have a monopoly if they did purchase at 

ex hypothesi more than its value, at a larger sum, would 
not that all have to be paid for by the public in this 


Province? 
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Drs. G@.-G. Browns ~14,120- 


I doubt it. I think the competitive condition of crude 
oil from different sources and finished products from 
different sources is such that that could not be brought 
about. We find at the present time gasoline produced in 
the States and brought up here into Alberta, north of 

Cal gary,even under present conditions. If somebody tried 
to maintain a fictitiously high price for crude oil in 
Alberta and tried to require a fietitiously high price for 
products under conditions as they now exist, you would 
find more gasoline coming in from the States to hol@ that 
price down. 

“ve are told that particular gasoline comes in here ata 
loss, so it must be for some other reason, other than 
making money, in bringing in the gasoline? 

Well, I do not know whether it is a loss or what it is. 
But that is my opinion, that they would be unable to get 


a monopoly in the entire Turner Valley to what we might 


say rig the price so high as to take it out of the tax payers 


in alberta without additional gasoline coming in from 
other places, or other crude coming in, particularly in 
view of the fact there are other refiners in this 

serri tory. 

Yes, but as far as other refiners in this territory 

were ecneerned, would they enter into the picture at all 
if the source of crude supply was completely controlled? 
You mean all sources of crude supply? 

Yessy 

I cannot imagine any one company getting control of all 
the sources of the crude supply. That is too much. | 


MR. FRAWLEY: Dr. Brown, just one other thing, 
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Dr. G. G. Brown. 
You said that when using the new pipe line rate you 
found the price of crude now should be $1.30, 43 gravity, 
as against the present $1.20. You, iieraihe, increase 
the price by about 5 cents on that head and about 5 cents 
otherwise, if that had involved a very small shutting 
back of supplies? 
A You m@an you want to know how I arrived at the $1.309 
Q That is how you arrived at it, is it not, starting with 
#i.»20, you thought that could be very well $1.25 just as 


it stands? 


A Do you want to know how I arrived at it? 


2) 


Yes? 

A The price of 43 gravity Turner Valley crude at the well 
ig in balanced dynamic competition with Cutbank crude 
at Regina, when the price in Turner Valley is $1.27%, 
based on the distribution of products from Regina that 
was used in computing Exhihit, I think it was Exhibit "269", 
Yes? 

A I have estimated that the Turner Valley producer would 

not lose any money per day if slightly less crude were 

run at Regina and “ price were increased fram $1.27% 
to $1.30. Therefore, I believe approximately $1.30 is 


& Tair price. 


Q To arrive at the $1.27% you used the new pipe line rate? 
A Yes, and the new loading rate. 
Q That is what I want to explore in det&il for a moment. 


That do you mean when you say you used the new pipe line 
rate? Just give your mechanics of that? 
A On Exhibit "269" - I think that is right - on Exhibit "269" 


it is shown that the value of one barrel of 45 gravity 
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Drs G. G. Brown. 


Turner Valley crude at Regina in competition with Cutbank 
crude at $1.10 is $1.96-7/10. 

Yes 

And based on the old loading and pipe linc charge that 
$1.96-7/10 at Regina is reduced to $1.23 at the well. 

The old loading charge was 5 cents and the old pipeage and 
gathering charge was 15 cents. The new loading charge is 
ég cents and the pipeage and gathering is 9$ cents. So 
that there is an 8 cent reduction in the cost required 

to get one barrel of Turner Valley crude from the field 

in Turner Valley to Regina. Therefore, the value of one 
barrel of 45 gravity Turner Valley crude at the well will 
be $1.314. Reducing that gravity from 45 to 43 will 
rsduce it 4 cents and will make it $1.27%. 

in other words, you accept the formula for arriving at the 
value of the crude at the well that was prepared by ir. 
McGrath in Exhibit "269"? 

Yes, based on the present operations at Regina and the 
market being supplied, I believe that to be a correct 
estimate of the relative values of those crudes. 

So that Mr. McGrath, having used the then rate of 15 cents 
for the pipe line and 5 cents loading charge, and these 
rates now being respectively 9 cents and 2$ cents, and 
always keeping to his formula and his method of arriving 
at the price, then, of course, you arrive at a price higher? 
Yes Then in addition to that---- 

t want to talk to you about that 8 cents. (ne way of 
looking at that 8 cents is simply this, that on the 2nd day 
of July, 1939, the Imperial Oil Refinery at Calgary was 
paying the Royalite Oil Company 15 cents to bring a tarrel 


Of erude oll from Turner’ Valley end to doad it: on cars “for 
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~14,123- 
Dr. G.G. Brown. 
Hegitin., THawiis go; tei t not: 
That is my understanding. 
Or rather 20 cents for the two Operations, 15 and 5? 
That is my understanding, yes. 
And on and from the 3rd day of July, 1939, they paid 
the Royalite Oil Company for that service 8 cents less? 
THat is correct. 
ow, that is a refiner 's problem, is it not. The refiner 
had that much to pay to the Royalite Oil Company for the 
service of getting the crude from Turner Valley, either 
into his refinery at Calgary, which would be a 15 cent 
charge,or if he wanted it loaded on trucks for Regina 
a) Gents, that is true, ia it not? 
You mean that his cost in getting the crude to: the 
refinery is reduced 8 cents? 
Yes. In other words, one of his refinery costs ms been 
cut. One of his costs of operating his refinery? 
Well, I ordinarily consider transportation charges of 
erude es part of the crude price. But that is simply a 
point of view. 
Yes, that is true. I was wondering if it was just a point 
of view. is it proper to. regard it as a lessening or a 
decrease in his refining cost as of the Srd day of July 
last? } 
Yes, just the same as a reduction in the price of crude 
would mean a décréeasée in his réfining cost. 
Or a cut in his wage scale? 
Mat 18 Tiehv.s 
Then I suggest to you that one very proper thing to do- 


with that saving in the pipe line rate is to send it on 
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~14,124- 
gos Gi. Gs Brown. 
through the refinery into the tank waggon? 
That is what will he done if the price of e¢rude is not 
changed. But I think that that puts the price of crude 
out of competitive balance. 
MR. COMMISSIONER LIPSET?T: Now, Dr. Brown, before we pass 
from that. So far we have been discussing the price of 
crude really by reference to Montana? 
Right, as determined at Regina. 
As determined at Regina, and if for any reason the price 
of Montana crude went up 2) cents a barrel is it your view 
on that basis that you have taken then that the PIACe or 
Turner Valley should go up 20 cents a barrel? 
Not 20 cents a barrel, but it should a” up, perhaps, more 
than that. 
3y whatever equivalent figure? 
Substantially so. But a figure equivalent to that. It 
might be more than 20 cents. 
Would that apply to whether the price that was fixed at 
Montana was fixed arbitrarily by some organization that 
controlled that field, apart from any other causes? 

Vel. HOW again, aid of my answers and all of my computations 
and the only way I am enabled to answer this question with 
any confidences is to assume conditions either as they are or 
to have them very clearly defined otherwise. Now, if you 
mean that something should happen down in Montana that the 
price of crude should be suddenly raised to $1.30 and that 
figure puts the Montana crude out of balanced competition 
with other cmudes around it, then as long as we are consider- 

ing that on an etonomic principle I would have----- probably 
them I would have to go to the competition from Illinois 


crude coming up from Sarnia in order to arrive at the true 
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economic price for Turner Valley, because any comparison 
I wuld then make between Turner Valley and Cutbank 
would be with a crude, Cutbank, which is not in economic 
balance, and on my conzlusions would be unsound. 

Subject to Illinois being unable to compete, the price in 
Turner Valley would just depen@ on Montana? 

if there is no other competition than tht from Cutbank 
then the economic price of Turner Valley crude would be 
determined by the competition from Cutbank, yes, Sir. 
4ASsume for a moment with me that the position might be 

or might be found to be that an integrated company here, 
such as the Imperial, could produce this crude oil in 
Turner Valley with all its depreciation and depletion 

of its capital and everything else for say around 75 to 
80 cents a barrel; that the Imperial Oil Gompany owns 

70% of that company that produces it. Would it still be 
fair to give them the extra 10 cents or 20 cents a barrel 
profit on top of the present 40 or 45 cents a barrel profit 
that they are making? 

if the situation existed in iCutbank that we have been 
discussing? 

Yes? 

It would be just as fair to give them the profit as it 
would be to give the independent producers the profit. 
Lain’ considering the point of view of the publie at the 
moment. Does not the consumer enter into the picture at all? 
It would be just as fair from the consumer's point of 
view to give the Standard Oil that profit as it would be 
fair from the consumer+s point of view to give it to the 


independent producer. 
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But should it be given to the consumer under any circumstances‘ 


Should it be given to the consumer? 

The proposition as I sée it,, Dr.. Brown, that you. are 
putting to us is this, that if for any reason the price 
of crude oil in Montana goes up 20 cents? 

And that is the only point of competition with Turner Valley? 
And that is the only point of competition with Turner Valley, 
that the public in Alberta should be made to pay that extra 
20 cents or its equivalent so that the Royalite Oil Company 
and its parent, the Imperial Oil, and the Standard Oil of 
New Jersey, could get that much extra profit out of this 
community? 

Not for that reason, no. 

Well, with-that result? 

Yes, with that result, and with the result that any other 
independent producer would also get a greater profit. 

I do not see why the Standard Oil should be treated 
differently than other producers in the field, nor than 
other producers should be treated differently than the 
Standard Oil. 

Does that bring you down to the general proposition that 
the last nickel that can be taken out of the publie that 
consumes the gasoline should be taken out of them? 

You mean do I believe that under the present Haba Rais oe 
Under the system that you say you adopt, fixing the Turner 
Valley crude price on the basis of the price at Montana, 
you say that should go to the producer? 

Just a moment now. I am estimating the fair price in 
Turner Valley, not on the basis of any particular price 


that might-exist in Cutbank. 
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I stated when I was hete last Spritig and Dr. Frey has 
also stated thut ali of the crudes in the United States 
and really in the rest of the world reach a dynanic 
competitive balance at the seaboard; that competitive 
condition reflects back on the Gulf Coast which in turn 
reflects back on the iid-continent, which reflects back 
on the xocky iountain, which reflects in Illinois and 

So on and Dr. Frey has explained that better than I can 
do. Now I believe, and I am assuming that that con- 
petitive balance exists and Dr. Frey has stated that he 
believes it to exist and he states that that competitive 
price for Cut Bank crude on that basis of free competition 
is @1.10 per barrel, which is the same figure which I 
stated was the proper price last Spring, so when I arrive 
at this fair price for Turner Valley crude I am arriving 
at that price, putting Turner Valley crude in dynamic 
economic balance with all of the crudes which are avail- 
able throughout this Continent. 

Now you ask me to consider 
this case which I think does not exist, that is, that 
Turner Valley crude is not in competition with Illinois 
crude at Winnipeg. I think it is. You ask me to con- 
sider that that does not exist. Secondly, that the only 
crude that Turner Valley is in competition with is Cut 
Bank crude. Now I do not think those conditions do 
exist but you ask me to assume those. | 
Yes? 

Furthermore that the price at Cut Bank has increased 


20 cents; now under all those assumptions, three of which 
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I am sure are contrary to facts, then I say t at the 
Turner Valley crude would then be worth more under those 
comitions than it now is because of those conditions 
which we have assumed ahd if Turner Valley crude is worth 
more, it should get a higher price and of course the 
consumer ultimately always pays whenever the price of a 
raw material has increased. 

MAJOR LIPSETT: Well that is really what I 
was trying tc lead up to, Dre Brown. I will assume with 
you for the purposes of it, that all these factors which 
you say are in existence and which I accept at once,that 
they have operated as far as liontana and they put the 
price up there to $1.80; whether it is taking all the 
competitive forces which you wish and all the things 


which exist? 


In other words conditions have not changed so that Cutbank 


So far as Montana? 

Well conditions have changed so that Cutbank crude is 
still in dynamic economic competition but that competitive 
price instead of being (1.10 is 41.50. 

$1.30? 

That is right. 

Then your case ig that that should then rule Turner 
Valley? 

Yes, would indicate that on the same basis Turner Valley 
crude would probably be worth £0 cents more. 

Then what L want to get down to, Dr. Brown, is this, that 
assuming that there was no alteration then in the con- 


ditions of Turner Valley alone? 
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That is right, 

And no increasé in the cost of producing the crwe in 
Turner Va Lley? 

That is rights 

Your proposition gets down to this, that tho price of 
furner Valley crude should be increased simply because---- 
It is worth more. 

The economic price in Montana has gone up 20 cents? 

No, that the price of crude should be increased simply be- 
cause it is worth more in economic competition with the 
other products; the same thing happens in everything, 
wheat and corn and other products. 

Does that mean then that so fur as the Royalite Oil 
Company and the Imperial Oil Company is concerned in this 
Province, that your view is that. without any increasing 
of coats, if iiontana goes up, that they should get 20 
cents a barrel more profit out of the people of this 
Province without any increase in their cost, just with a 
view of giving them that much extra profit? 

My view is this, that if Turner Valley crude has a com- 
petitive value which is 30 cents more than it now has, it 
should then sell for 30 cents more than it now sells for 
and of course if crude oil has a higher value the people 
that buy it must pay more for it. 

Now I am disregarding who 
has to buy the crude or the oil- I am simply stating 
that as an economic principle. If there were no crudes 
at all available on the Continent except Turner Valley 
crude and we still had all the automobiles on the Con- 


tinent that we now have, I imagine Turner Valley crude 
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might bring a terrific price. 
I think that is not quite the point, Mr. Brown; there is 
an ample supply of Turner Valley crude for the supplying 
of this Province, for this market which you say it should 
confine itself to? 
Under present conditions. Now if you change the conditions 
of course Il am going to shange my answer. If you change 
the conditions I must change the answer because it is all 
predicated on present conditions. 
But what I am at is this, and what I am putting te you is 
that your whole series is based upon the price that Montane 
crude sells for and it is entirely independent of what it 
costs the Royalite Oil Company to produce its crude in 
this Valley, plus a reasonable profit? 
It is entirely independent of what it may cost the Royalite 
or other producers to produce oil because I do not know 
what that is and it is very hart, if not impossible, to 
determine it and it is based on the price of Cutbank only 
because Cutbank is in itself in economic competition with 
other crudes. If the Cutbank was off by itself and some 
fictitiously high price was maintained for it, I would 
then have to go to somewhere else, Illinois crnde, or ifst 
Texas, and then determine what the economic fair price for 
Turner Valley would be. 
And you would atill say that, knowing that there was ho 
inerease in the cost of producing it in this Province, 
that if for other reasons the price of the competitive 
fields go up, that so much extra profit should be allowed 


to the companies operating in this Province? 
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1 say that the price of Alberta crude should be sold 

for what it is worth cnd@ I am trying to determine what 

it is worth, based upon free competition. I am not 
considering its cost of production: I do not know what 

it is, but the ohly way we have of determining the value 
ofa natural resource such as petroleum, coal, lead, gold, 
silver or anything else, furthermore if we are going to 

do it on an economic basis and not on some fictitious basis 
such as we have in the States for silver where the price is 


fixed, if we are going to do it on an economic basis we 


simply have to put i in competition with other products. The 


price of coal in itself is influenced by the fuel oil which 
is produced from these refineries and we have to consider 
the competitive forces which determine the economic value of the 
product and. having determined the economic value of the 
product, that is the price at which it should be sold. 

Would you have any rezard to the balance sheet of the 
producing company, showing a very substantial, if not a 
very large profit at the end of the year and writing-off 
all depletion and depreciation which they hae suffered dur- 
ing the year? 

I would not care whether they made money or lost money. I 
would still determine the economic value of that crude oil 
and state that if that crude oil is to find a market it must 
find the carket at its economic value and I do not care 
whether the producing company is making money or losing 
money; that is just their own good luck or back luck, good 
management or bad managoment, depending upon whether they 


do have good or bad luck, that is a risk they take. 
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But on your theory, Dr. Brown, it is not dependent on 
their good or bad luck so far as their carrying on a 
business in a restricted market for these 20,000 bar- 
rels a day; whether they make or lose more than they are 
making at present would depend on the price of crude at 

a particular point or several points in the United 
states? 

That again is determined on business luck or business 
fortune and if the State is going to remove the risk from 
individual business operations and try to tell the in- 
dividual what judgment they should use, then the State 
must assume that risk; otherwise the natural resources are 
not developed, 

And your view weuld take you as far as that, supposing a 


million dollars a year is being earned by a company in 


producing so much crude oil in Turner Valley, that apart 
from their costs or anything else, that they should be 
allowed to make 2 million dollars if the cost of crude 
oil in various parts of the State should go up and en- 
able them to do it? 

IT am not concerned now with the earnings of a company 
producing crude because two men may go into a field and 
drill two wells, one man may get a dry hole, the other 
men may get a 10,000 barrel well; one man has lost every~ 
thing at the end of the year and he shows a total loss; 
the other man shows his money back in two months anda 
profit of a few hundred thousand dollars maybe. Now does 
that mean that the State should reimburse the man who got 


the dry hole out of the profits of the man who got the 
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cil well; perhaps, but that is. not the basis on which I 
am figuring the price of crude oil. I am figuring the 
price of crude oil based upon its economic value in com- 
petition with the other goods such as gasoline, ker- 
Osene, and other crude oils throughout the world: 

Well would that not carry you as fat as this then, that 
if one organization could control say Illinois and 
Montana, that they could charge anything they liked for 
their crude oil and their gasoline in this Province and 
that the Government should close its eyes, whether they 
made one million dollars or ten million dollars? 

iiven if one company controlled all the crude oil in 
Tllinois and all the crude oil in Montana they would 
not be able to control or even very appreciably affect 
the price of crude oil at sea-board and the price of 
crude oil at sea-board is in competition with Turner 
Valley crude;at the present time it is not in direct 
competition, it is in indirect competition but that 
competition is still present and it would be more 

direct then than it is now, so granting that the iontana 
crude does not exist and that Illinois crude does not 
exist, it weuld still be possible to determine the 
economic price for Turner Valley crude on the basis I 
have used. I do not know what the basis would be but it 
could be donee 

well do you give any consideration at all to the fact that 
the crude oil resources of this Province belong to the 
people of the Province? 

They did or .they do nowe 


They did? 
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A Well do they now. 

Q, Subject to these leases of course? 

A I am facing the condition as it exists now, as I told you.e 


I said there is a great deal to be said for the Spanish 
Law that all of the mineral resources belong the Crown or 
the Government but that situation as I understand it, 
does not now exist here and I am not faced by that sit- 
uation. As I understand it the land has been leased by 
the Province and that the leases are in the hands of 
private companies; 

Q Does your view take you as far as this, Dr. Brown, that 
supposing that a monopoly existed and these natural re- 
sources were being depleted, that the Government should 
take no step whatever to protect the public, no natter 
how much profits were being made? 

THE CHAIRMAN; well he says world conditions 
protect the public. 

Q MAJ OR LIPSETT: So, as the Chairman says, 
does it depend on what takes place at say the Gulf Port? 

A Way I ask for some more information or some other infor- 
mation, by "ionopoly" do you mean that one company or 
one individual owns all the lyases or all the wells. 

Q Or controls them in some way by getting their products? 
Well that is not a state of free competition within 
that field, is it? There is a monopoly in that field 

may see fit to regulate that monopoly 


and the Governenent 


in that field or it may not. it may be desirable and it 


may be necessary to regulate that monopoly in that field 


or it may not but in the long run it has been the exper” 
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ience that wherever there is a monopoly over a certain 
perice or a certain area, that that monopoly should be 
regulated; therefore in general I would say if all of 
the fields in Alberta are completely in the hanis of 
one individual or one company, it probably would be 
desirable to set up some means of regulating that 
monopoly. 

q TH CHAIRMAN: why? 

A Because it has been the experience that wherever there 
is a monoroly on anything at all that that should be 
regulated; it amounts to the equivalent of a franchise 
and if we try to operate ona system of free conpet- 
ition and we have a monopoly at any point in the business 
system, that monopoly is not in free competition and 
it does not have the same, it does not have the same 
checks and balances on ite operations that it would have 
if it were in competition and therefore to put all the in- 
dustry on the same basis we regulate the monopoly, so 
that it will have che checks and balances on it that 
competition would otherwise supply. 


It is not suggested that this is a world-wide monopoly? 


=> £ 


NO. 


It is just an Alberta monopoly which is being put for- 


oD) 


ward as a suppositious case? 


A Yes. 


I: montana would come in and Illinois would come further 
West, if it was a monopoly? 


A P believe that thea pricsess--— 
Q And the laws of competition would still apply against the 


monopoly? 
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But hot dh the field: it would still apply againat the 
gasoline as produéed by the refineries. You would get 
your competition on phodaote but you would not get con- 
petition in the production of crude oil in the fiéla 

and that may be desirable or it may not. 

You would not get competition with themselves of course? 
Noe 

If they monopolized the field? 

No, but you would have competition with the refined 
products and that of course would be a check on that 
basis but what I was thinking of was that there might be 
some action taken in the field that might be con- 
sidered detrimental to the best interests of the Province, 
and a monopoly does have greater powers and is subject to 
less check than where there is free competition. 

You say free play in open markets provides the necessary 
checks and balances under the system under which we are 
working in this world today? 

Well it is still supposed to be the system under which 
we aro working. 

Yes? 


Yese 


Wow in this oil industry, granting that and I hope follow- 
ing everything you have said about it, in this oil in- 
dustry we appear to have a different approach than in 
other commercial undertakings; in most fields of en- 
deavour one looks at the cost, do they not, and then 

gees what the spread is but here the cost of production 
is either not ascertainable or at least has not been 


ascertained but you work from another end, do you not? 
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There are these differences which occur in different 
degrees in different industries. 

I mean, supposing, you are making anything you can 
think of, you say "What does it cost me, what can I 
sell it for", and then there is the in between? 

Take the autombdbile industry for example, the prices 
which ar’ Bet for the motor cars are not determined on 
the ba ats of cost plus a profit! The price a& Bet for 
the moter cars are set by the best judgment of the 
company manufacturing the car so that they believe they 
can sell the number of cars they want to produce at 
that price and in the old days the judgment was not al- 
ways so good and they used to find, some manufacturers 
were left at the end of the year with a lot of cars un- 
sold and we used to find a price gut in the middle of 
the year. Now I happen to know at the present time that 
the margin on some of the low priced cars varies from 
about $15 to 480 per car, dependent solely on the 
ability, the relative ability of those cars to reach the 
market but the cost plus idea is the basis for a public 
utility where in competition you cannot set a price so 
we use the cost plus basis but where we have to sell a 
product in competition, the mn what determines the price 
is the competitive HATERS Now that is true of . 
every thing--~--- 

It is what the public will pay? 

Yes. 

So there are the two methods of approach and I am not 
criticising the one or the other, but the one is, you 


find out what something costs and what a fair and proper 
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profit is and you sell it at that price? 

If you Gan. 

a2 yourcrn? 

And if you cannot you take a loss but if you. sell it at 
a higher price you make more money. 

That is one approach? 

Well that is the only approach that we really can use 
when we have competition, when we are not a public 
utility but when we are a public utility it is dif- 
fercnt because there is no competition there and also 
s> when you have a. monopoly it is different because 
there is no competition and then we have to go to the 
coat plus eke because the price can then be fixed 
rather arbitrarily and if we try to mix the two we are 
apt to be kind of confused in our conclusions. 

Quite so, but are you right though, are you right about 
that, Doctor, I mean, do you inadvertently extend it too 
far? 

Possibly. 

You suggest public utility operation is une thing, that 
is cost plus? 


Yese 


Now take the ordinary manufacturer of goods,~automobiles 
may be an exception,-the ordinary manufacturer of goods, 
do you mean to say he has no regard to his costs in 
fixing ne price? 

He fixes a price which will sell his product and then 
usually controls his cost se that he will make a profit. 


If-he puts the price too high, if he has high vosts and 
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if he puts the price tud high he ¢amnot sell anfthing. 
MAJOR LIPSETT: But eveh in thé dotor in- 
dustry, would he not bet his prite at his cost plus you 
say from 15 tb 60 dodllabd, according to the number of 
Cars he can sell? 

No. I happen to know they do not do it that way. They 
design a car and get the artists to doll it up and they 
look at it and they run it on the road and they cone to 
the conclusion that the public will pay ~600 for that 
Gar and then they find a way of designing it, that it is 
going to cost them 650 to build it and then they begin 
to cut their costs until they get the cost down to ¢570 
and then they say "We can sell it at ©600 and make {30 a 
ear". If their judgment is good, they do that and if 
their judgment is bad they do not. 

But their preliminary figuresthen are based on that it 
will cost them $570 and they will sell it for yo00? 

No, that is the final figure. The preliminary figure is 
based on what they believe the public will pay for that 
car and then they bring their cost down so that they will 
have a margin of profit when they sell it at the price 
whick they believe the public will pay. 

But are their figures not cost plus? 

No, it is the other way around. It is the selling price. 
But the selling price is based on cost? . 

If they are successful. 

No automobile company would say "We are going to build a 
million cars but are only going to sell 650"? 


They would not if they wanted to stay in business. 
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Q THE CHAIRMAN; Tt all comes down to the 


basis cf approach, and it is "what will the traffic 
stand, what can the public be made to pay"? 

A Always. 

Q What will they take the goods for, how high? 

4 Under the conditions as they exist, under the compet- 
itive conditions. 

Q Yes? 

A Now all of this picture would be changed of course if 
the Dominion should see fit to put an import duty of 50 
cents on a barrel of crude and a corresponding duty on 
all finished products, that would immediately change the 
whole picture because that upsets this or shifts the 
economic balance upon which we have made our computation. 

Q You would have to re-calculate what the public should 
then be made to pay? 

A That is exactly right and that is a simple calculation, 
once you have the facts. 

Q MAJOR LIPSiIT?: That might be making the man 
at Montreal pay 50 cents extra for his barrel of gasoline, 
without any possible benefit to the crude oil in Turner 
Valley? 

Ji It might. 

Q BO thaw WOuld, Notes 

A I think it would certainly raise the price out here, it 


certainly would raise the price. 


MR.o FRAWLEY: Is there anything, I do not 


) 


know whether I should go into this or not, but while you 
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are on the stand, the prige of gasoline in Calgary to- 
day is 16% cents; if this Gonnigbion could find out 

what it costs to make that gasoline and sées fit to 
impose a reasonable profit oh top of that cost, and that 
bringb them t6 Something less than 16$ cents, is there 
anything shocking about any one thing ,that the price 
should be something less tham 164 cents? 

A No. I have been pretty free in making statements my- 
self. I think I would not be any more shocked in making 
further statements but again if the cost of production is 
so much you must set the conditions at one plant and so 
much at another plant, you must have the conditions. 

Q That is something else to worry about but I am just talk~ 
ing about iir. Halverson's figures, 16% cents. 

Q THE CHATRM AN: And you have a fixed cost 
of crnde. 

A Yes, I must know what crude costs, I must know what I am 
talking about, it changes with world conditions. 

Q MRe FRAWLEY: We have all the costs; we 
cannot impose on the Imperial anything Lut their own 
costs 3 we take their own costs and I just want to know 
how far you are driven, by your defence of this law of the 
full play of the competitive system? 


A Viell now I will go just as far as you will drive me, any~ 


where you drive me. 
Q I do not want to drive you anywhere but I want to know, I 
do not want. perhaps I should not have mentionee it at elas, 


as one of the two black crows said "I Should not have 


brought that up at all"? 
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A i will go as fur as you want me to go but in order to 
give an answer I must have the conditions and the con- 
ditions as I see them are we are in a competitive 
system. Now if you want to impose some other conditions, 

Q, Leave us right where we are, right in the midst of this 
flowery competitive system? 

A Taking conditions as they now exist here in Calgary. 

Q kight as they are, is it possible in your opinion to 
endeavour to arrive at what it costs the Imperial to make a 
gallon of gasoline? 

A Yeso 


Q Add something to that, which would be reasonable and 
fair to everybody by way of profit? 

A No. 

Q No, you cannot do that? 

zh No,wall [can do is, I told you before, Lb you fisthe 


selling price of all preducts, but gasoline, then I can 


tell you what the gasoline costs. 


3 


Q, And we have to tell you that before you can give us the 
answer? 
A You have to take the prices as they are for all products 


and then see what changes can be made in the gasoline 


price alone, leaving all other prices the same. 


Q Oh yes, that is part of the mechanism? 
A You must tell me that and you cannot do that. 
Q Because you told us it is impossible to determine the 


cost of each product which comes out of the refinery? 


A That is right. 
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Q Then it is because of that, but assuming that it is 
possible to arrive at the cost of making the gasoline? 

A Yesy it may be a negative amount, I do not know. You 


want to put all the profits and all the costs that are 
required to balance out the net-back to the refinery 
and - the cost of the raw aaterial and opebating 
costs on gasoline} and that doés not mean anything. 

Q Noy. a4 hay be difficult because we are dealing with an 
extractive industry, that is what you say? 

A Well if I understand what you want, I will do it but IE 
do not understand yet what you want. 

p) THI CHAIRMAN; Suppusing you took a bar- 
rel of crude, it is made into so many products, there 
are multiple products to be found in it when it is 
processed and you find out what they all cost? 

A To; sell? 

Q, No, you find out what it costs to make all those? 

A The whole bunch. 

Q That is right, that is possible? 

A That will be so much for a barrel of crude. 

Q Yes, and you find that you can sell those several 
products at a certain price? 


a And the difference is the profit. 


Q Yes, over and above your cost of the original barrel 
of crude? 
A Yes, quite. 


Now supposing you cannot say what the Droiiv 28 if 


respect of each one, then yoa must arbitrarily allocate 


to each one, if you want to,those profits? 
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A So much for the barrel of crude, that is the easiest way 
to. do-it « 

Q, Quite so? 

A Yes. 


Q All right, then I suppose the suggestion is that if it 
saould be found in the opinion of anybody that the spread 
between what you get from the public for the products from 
a barrel of crude and what you pay for the barrel of 
crude, is too great? 

A Is more than is necessary to maintain the industry in a 
healthy state. 


Yes? 
The the suggestion is that it might be thought that it 


should be cut down arbitrarily, by Governmental means, 
such as Statutory lnactment? 

MR. FRAWLEY: Then all I said at the 
beginning was, there is nothing against that, nothing in- 


possible about doing that? 


di Impossible about what. 

Q About saying or finding that the spread is too great and 
applying it to euch product, no reason why you should not 
say that? 

A No, I will say whatever Il find. I do not mind saying it. 

Q THE ChiAIRMAN: But there may be, on your 


theory, no spread too great, I take it, because the law 
of competition in the long swing will stop that? 
A I think it will in the long swing, yes, but it may 


temporarily under the short swing be whet I regard, 
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greater than can be maintained in the competitive system 
or greater than is necessary to keep things moving as 
they now are. 

Q, Yes, but you do not believe in Government interference 
because of short swings, do you? 

A io, because you must take it, you will be chasing around 


all the time and they are always ahead of you, but in 


the long swing it is quite different. 


(Page 14,146 follows) 
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G. G. Brown 
Then you do not need it. 
Not when you heave free sepeniren: 
MR. COMMI°SIONER LIPSETT: Having regerd to the 
difficulty in finding the cost of producing the crude. 
or the cost of gasoline, would you give us your views 
approaching it from the other angle, the seme as the 
automobile manufacturers do and say in a farming com- 
munity with wheat et such a price and cattle at such 
a price they can only afford to pay a certain sum for 
gasoline end cut your costs down this 50 or  shatever 
it is that the motor manufacturers can do so as to get 
within thet what might be considered reasonable price 
Spructure? 
I would do it in a little different way. I would say 
at the Gilde as they now exist for gasoline there is 
a certain demend for gasoline. That gesoline can be 
supplied in that demand at one half cent less than 
what it now is from some other place and therefore 
the price is too high. I do not try to estimate the 
price of gesoline based on the price of pigs end flour 
and so on. I would see whet the demand is and find out 
where that demand could be supplied and how it could be 
supplied from other sources and then I have to meet that 
other competition. It may be thet the price for gesoline 
of 164¢ is too high in relation to the price of wheat. 
I do not know. That is not my field. 
Would that be e fair angle of approach? 
hido fot think so» I do not think you will get anywhere 
with it because it shifts every year. And one of the 
big items in the price cf gasoline iS. Daxes, 
You maybe would have to tax wheat to bring Lh inte Lins: 


You get into all these conflicking factors and there is 


no knowing whet they ere. 
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You get into all these conflicting factors and there is 
no knowing what they are. 

THE CHAIRMAN: As I see it you say it 

is impossible to fix the prige of gasoline or other 
products from a barrel of crude unless you are prepared 
to 8°°the length of going back and fixing labor costs 
Bnd fixine the cost of crude and fixing all the other 
costs that the refiner has to bear, so that they are 
SuetLC vOUe. If you do not do that the only other 
practical means of price fixing is to create them as 

a public utility and have immediate control and pract- 
ical control that will give them 4 higher price when 
their cost of production is higher and their cost of 
menuirestieine is higher and reduce their price when it 
goes down, and so on. 

You ean do it es a Public Utility, in which you pract- 
ically guarantee them a fair profit. 

Iwas just going to add that. If you are going to adopt 
that policy, aceept thet theory that they cen only make 
so much money does it not follow in fairness to say they 
are guaranteed so much? 

That is right. If you say to the business man, "You 

dc not exercise your individual judgment what to do be- 
eeuse your judgment is inferior. We will tell you what 
to do and we will exercise our judgment and see that you | 
get a fair return." .That is your Public Utility which 
must be controlled. 

You say you cannot in either logic or fairness say to a 
mean, “You can only make so much but you can lose as much 


as you like." 


IT do not think that is pleying cricket with him at all. 
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That fe whes’ | See, @6 IT am appreciating your views, 
it comes down t4. 

ds far asd fixine a fair price of gasoline goes in 4 
competitive system we Eine oe a toe the same way as | 
we do crude. We can go around and figure competition 
from the gesoline and put the gasoline in ecomomic 
competition with gasoline from other sources. We can 
arrive at an amount the gesoline is worth in the compet- 
itive economic structure on that basis, which is @ con- 
sistent basis. We can do one thing more if we choose. 
We can take a compstitive price for gasoline, find out 
what that is and the competitive price for crude and 
find out whet thet is, and then observe the manufacturing 


orofit which is obtained between those prices in certain 


operations. 


————,... 


Rut no one can - if I am right in following you,under 
your underlying theories no one cen have a price that 

is wrong for long because no price 1s wrong which com- 
petition does not correct? 

That is right in the theory of economic competition. 

The price is not wrong because it provides a very great 
profit? 

It is just fortunate for the producer. 

It is fortunate for the producer and if the laW of com-- 


petition is to have play then it will correct itself? 


yes. 


Sooner or later. If sooner the better for the public 


and if later the worse for the public and the better 
for the man who is meking the profit. The only altern- 
ative for that is to create a Public Utility to which 
tility you guarantee profit even as you restrict the 
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het 2s right.. 

MR. FRAWLIY: if the price of bread 
went to 20¢ a loaf in Calgery tomorrow you would not 
sey there wes anything wrong about thet? 


A couple of bakers would stort in baking more loaves of 


But there is nothing in the abstract wrong with that 
price? 

No;- It 16 ust too bad. 

And anyone who is saying it is wrong is using lenguage 
very loosely? 

It is too bad but it wontt last that way very lone. 

It is not wrong end nobody should step in and put the 
DEICe Pown sod Tix 126 ek 10¢ or lo¢ per loef. You. shoudd 
leave it, alone because you are under a competitive system? 
If you ere going to operete in the competitive system 
competition itself will see that the price won't go to 20¢. 
Bue Losey 3f 2b did? 

You are facing me with ea situetion that does not exist 

end in the result thet my enswer becomes meaningless. And 
thet is where you have stumped me. You say if two end 
two make four whet ebout three and five. I eam kind of 
helpless. 

THE CHAIRMEN: Even so if you could accept 
the concept thet Mr. Frawley put forward chet thet spread 
being so great competitors would be invited would not they 
and cepital would flow in where great profits are? 

They could even ship some bread down from sdmonton. 

That would correct itself? 

Thet is the theory in the long run. There is not in the 


imme diate swing, not the swing for a few days but in the 
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long run where competition exists that has been the human 
experience thet it has heppened. 

MR. FRAWLZY: You have not studied our 
gasoline price structure here to sufficiently make any 
comment on the fact -- 

THE CHALRMAN:° I wes wondering if the 
witness should not heve « few minutes. Wo will rise now 
tA iwieovoleockeendugs > thidi belt. pest; four, 


(At this stage there was a short recess.) 


THN CHALKMAN: We had just been speaking 
We have 

about sitting.period lost some time today and we wll 

only sit until a qwarter after four but we will sit again 

at LO o'clock fomorrow morning. 

MR. FRAWLEY: Very well. I would like 


Dr. Brown to give his presentation on refinery costs i Ae 


there is no further crocs examination on the erude costs. 


THE CHATRVAN: Mr. Nolan? 

MR. NOLAN: Nothing thank you. 

THE CHAIRMAN: Mr. Harvey ,any questions? 

MR. HARVIE: | No. 

MR. PLOTKINS: I would like to ask Dr. Brown 


a few questions. In connection with the developrent of crude 
in Turner Vadley as I understand it you have put forward 
the proposition that it is en to have reserves not 
only for the purpose of creating sufficient market for it 
but also to more or less secure the capital return of the 
investment of the Industry in this Province or in the West, 
is thet wmrrect? 

Well I do not quite follow you. You must have reserves in 
order to return capital invested in the Industry. 


I understood that in the United States at the present time 
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the reserves in sight are approximately between 1ée 

and 15 years for the present market. 

That is substantially correct. 

And that the Industry feels quite safe in going ahead 
and developing on that basis because of the fact that 

12 to 15 years supply will amortise the investments 

of the companies or the Industry and therefore it is 

a safe capital venture, is that correct? 

Tl Mnink thet is 4 Peir stetement yes. 

So that in Turner Valley we have the same situation, 
companies endeavoring not only to drill for the purpose 
of developing the seventy thousand berrels per day to 
permit a pipeline for the crude going s#ast or west but 
primarily to insure continuance of the Industry in the 
Vest? 

Yes. That factor has to be met. 

Is that not a fact? 

Yee thay ts all rien. 

So if thet is a fact then we have to consider today that 
if twenty thousand barrels today is the market and assum- 
ing that does not grow, that we need from twelve to four- 
teen times that daily potential in order to insure the 
survival of the Industry in the West? 

I think that statement might hold but I do not know, I 
have not studied that angle of it. It sounds all right, 
And is) thet not your stavement? 

No I do not think I have mede that statement. 

Not in particular reference to Turner Valley but I umer- 
stood thet was your statement. 

No I do not think I made that statement. 

Now you say that is substantially the correct viewpoint 


to take? 


2 
SR ae 3 ‘ 
* Rhy a &e 
x Se ve 
iy - é s wok 5 
, = i 4 ; a 
Seas < fs é : ; 
7 ; : 4 Fie ap ox % 
2 : Se 2 
F # : ‘S "2 = a Eaty re 
Mreae “4 i ee . 
mes * ; b é: . a : 
he Sus 2: ated : i : 
: Ux é 
; 3 i ‘ : “ % 
R ADs es . E> ‘ 
< . of a : ” s ‘ : a 
: 4 ea Cha * i 4 ; ae 
: Se aa: é & 4 + ; on 
- ees ae M ie. ae es ues Prenat : 
: : wt. re St 4 a on 
: : ; : ae =n Bo fz 
ae a a. 
a % = a ‘ — / : 
< at T 7 cae : ¥ es 
abi Scat i a * 5 bee : <i 
we a ral} - . . ¥ : a 
AF: = e ; rs q i %, be z » 
z os seo . Z a“ E 3 2 % ; : re 
we wd Bs oa ; bi : “ ° 
= Bes ine ee ‘ ; $ , 
ts 27 to ee eee v . wer : os 
. Peers “at re . - a " 
& Hy PP; Ses s : jg 
- : : 
_ at ate = 1 Ms : " 
sion 3 x : By a : ‘, : 
ri en P on : ioe . VS S 
a ~ ns et ha = 
oe, Pa wee! 4 Ps = 7 : e . 
px x : ‘ Ee 
= 7 - en ; : ad Bx 7 or 
he aa aie Sy, ; ; ; i 
a 4 . f 2 2 
: : . . oie a 
: » Meet . te: 
i . 5 “ 
Pat be wor w. a 
os i ; & 
7 ne Say? - ‘ 
aay 4 wh ss ‘ a acs bo : 
argh ‘ ~ Je = om ue 
se . Ss ‘i "4 ‘ 
0 pe Sy 
‘ ~ & ‘ 
. eat s , . 4 i 
ota ; ; : 
os ‘ San i vt ia 8 ae 
Ma ‘ eo! ‘ . 
an ; it 
Dh es * ry ” * 
one “ : a ee : 
tod os ie 
on 7 


oye 


‘ 
q 


Ne 


‘ ¢ 
Roe. 
ae 
teat > . 
. 
oy 
“ - = § 
= hous 
a 
vbw 


Be AP ie4, 
2 
oar} 
ays : 
‘ 
tao} 
er 


a 


oo Pi gir 
ati nae 
fale) 
p Ee 
’ 
K 2 
3 
be 
> 


ses 
"3, 


¥ b 
q Ya 
‘ 
+ 
. 4 
< 3 
. 
te 
E 
' 
’ 


y Ha 158- 
Dr. G. G,. Brown 


THE CHAI RMSN: It appears to be. He has 
not studied iti 

MR. PLOTKIN! Is it not logical thet the 
Industry in the West, no matter who owns the Industry, 
would want to insure their survival by drilling and dev- 
elopment of sufficient crude resources here for to amort- 
ise their investment? 

A Yes. 

Q So thet at the present time we find all companies, whether 
they have refineries or whether they have not, endeavoring 
to prospect and explore for and find erude because they 
know there is going to be a market for a mumbcr of years 
already in existence? 

A Thal 16 Tien. 

2 So thet we find a condition then in Turner Valley where 
companies that have a market and are in possession of the 
refineries and the market, marketing facilities, are faced 
with the problem where they want to continue to explore, 
develop, and find, assure themselves of from twelve to 
fifteen times more crude then they require immediately and 
they are faced with the problem of holding that in reserve 
and preventing it from finding a market immediately. Is 
not that the problem? 

A T kind of lose you now. You indicate that somes people 
want to drill for and get some oil and then prevent it from 
going to market. 

Q Look,does not as a matter of fact the Industry es a whole 
require that you have from twelve to fifteen years supply 


to enable it to still carry on its business, that is correct? 


A Well let us assume it is correct. I won't take any exception 
1h Sa ni 
Q Do you think the Industry in Western Canada is any different 


from anywhere else, that it continues to invest in marketing 
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facilities and refineries end so forth ir 33 could not 

see hope of gétting crude for the future? 

No I do not think they would build refineries up here-iy 
they thought there was going to be no crude available next 
yeer. 

They would not build them if they had to go to China and 
there wes some crude aVailable somewhere else, in Montana? 
Is thet e question. 

Yes.. They would rmturally prospect for crude closer at 
home and under their own control? 

is that @ question? 

Yes IT em asking you if they would not do thet..Would they 
not go out and explore and find crude close at home rather 


then depend on some crude far away someplace else? 


Whet is home, 


Well it is a fact thet we ere endeavoring to create reserves 


in the Province? 

Is thet a question. 

Yes is tie, a cact? 

I imegine so, I do not know.. I am under the impression thet 
yuu are trying to develop a structure here and find oil if 
a Te Were, 

And what ere we trying to.find this oil for? 

To make money. 

How cen we make money? 

By selling it. 

By merketing it,.all right. 

ATier you get it. 

After we get it. So that we have s situation that where 
the potential is I umerstand roughly fifty thousand barrels. 


That is not a detriment to the Industry to have that pot- 


entiel crude available to it? 
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What is that. 

It is not a detriment to the Industry to have that 
pobential crude eveilable to it in Turner Valley? 

No. 

It is en adventage. 

MR. COMMIOSIONSR LIPSETP: When you say to the 
Industry, Mr. Plotkins, whet exectly do you mean? 

po you mean a detriment to the producer or no detrim- 


ent to the refineries? 


MR. PLOTKINS: No.The Industry invested 
money. 

MR. COMMISSION “oR LIPSETT: Thet is the producer. 

MR. PLOTKINS: The producer, the refiner 


and merket:r. <All of them together is ths Industry. 

They invest their money because they believe there is 

a merket that they can supply et a profit. Therefore 
theyieo out and drili wells» enc bulld refineries “end 
build service stations end mrketing outlets end build 
pipelines. 

MRE COMMIGSTIONER GIPSaTT s When you sey thet they 
drill wells you are back now to the producer. 

MR. PLOTRING: Well the producer is pert 
of the Industry. So that if that condition exists that 
the producer invests some money, and he does, and the 
refiner invests some money and the marketer invests some 
money they are naturally altogether striving to insure 
the capitel return as well es 6 profit. 

MR. COMISSIONSR LIPSETT: If e producer invests money 
in @e well he is not interested in holding his money there 
for ten or twelve years. Is it not to his interest to get 


his money out of the well et the earliest possible moment? 
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MR. PLOTKINS: Theat ic whet I am coming 
to. Now With a potential of fifty undead barrels that 
is a dosirsble thing as you are saying end is the 
problem not to prevent thet fifty thousand barrels from 
being produced when there is only a merket for twenty 
thousend? 

1 have kind of Lost you. First :1.do not remember worrying 
about whether the fifty thousand wes a potential was es 
benefit or not and I do not quite understand whet you 
mean by it is a problem to prevent the potential getting 
tO Tine we nke vs 

IT understood you Dr; Brown, to say that you believe thet 
pro-retion wes a desireable thing? 

Lhe iS 

As enfcrceésd in this Province by the Conservstion Boerd? 

LT UGlieve so. 

Because it prevent s demoralization of market end values, 
is that not correct? 

Because it is the best way we have found of controlling 
the orderly development of a field under those conditions, 
Crderly development with a view to what? 

With a view to orderly development. 

With a view to maintaining price? 

With a view to orderly development. 

Wheat benefit is orderly development if it does not get 
crude a the people or the product of the crude to the 
people at a price and under conditions that they can 
WSO vei? 

I think thet does, 

Orderly development in itself does? 

Yes thet is one of the things thet we mean by orderly 


development. 
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Orderly development in your estimation consists in 

feeding oil to the markets only es it is required is 

thet not correct? 

tT wish you would tell me whet you ere driving et and we 
could save a lot of time and I @muld give you much more 
setisfactory answers. 

What I em driving at is this that the problem that this 
Industry in Alberta is faced with is the same problem 

that it fe faced with in the United States? 

Eton so... 

Over production because of the fact-thst we must develop 
sufficient reserve in advances of our requirements and 

that we heve then sufficient resources developed and we 

must find weys and meens of preventing them from reaching 
the merket in excess of the demand, the current demand, 

is not that the problem? 

I think that statement will stand, 

So thet is the wholé question. Yow @mme here end say that 
the Government snould teke in, through the Conservation 
Board. the regulation of the oil field, is thet not mrrect? 
T think tht the present opcr:tion of the Petroleum Conserv- 
ation Board is on e sound basis end I recommend it to be 
continued. 

Why is it on e sound basis, because it relates the permitted 
production to the demand, is thet correct? 

Well 4% seems to be that is the most fensible wey we herve of 
controlling development of oil fields in an orderly manner 
and we ere right beck to where we were three minutes ago. 
Why don't you apply the seme type or reasoning throughout 

+0 refining end merketing as well es production? 

Refining is not a netural resource industry. Refineries 


c' 


are not netural resources, Neither are service stations, 
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There is a differsencs beeiedh Bberdting a mine that 

is a natural resource and building a plant to menufact- 
ure the product. That is why I tské a little different 
DoiriT. OF <VioWw OL alt; 

you sey that competition will not operete with regerd 

to the price of crude the same es it will operate with 
regard to the product of the refinery selling gasoline? 
No you have got me absolutely wrong. I said thet com- 
petition will operate. 

Then if competition will operate why are you worrying 
about the Government regulating the production of crude? 
I think you ere worrying ebout thet and not me. 

THE CHAIRMAN: You sey it is 4a naturel re- 
source and the Government should be concerned with preserv- 
ing it for its people, it should not be wested but if 
manufacturers want to waste, that is their business. 

The principle of conserving a naturel resource doss not 
apply tO conserving O11] which is in the refinery or 

the product which is in the service station. 

THE CHAIRMAN: Well we will edjourn to 


Gon, Go CLOCK, 


(at this stage the meeting was edjourned until 10 A.M. 


20th October, 1959.) 
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